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When must New York sales 
tax return be filed? 


When must Indiana gross 
income tax be paid? 


When is Tennessee excise 
tax report due? 


Last day for paying Illinois 
personal property tax? 


Filing date for Louisiana fran- 
chise tax report? 


Any tax or any report your 


corporation must pay or file this 
month? This week? 


—easy does it! 


The due date of every state and local tax and tax 
report required of business corporations is listed in 
chronological order in the Corporate Calendar, one of 
the features of The Corporation Trust Company’s Cor- 
poration Tax Service, State and Local. For details call 
or write the nearest of the offices listed below. 
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ORGANIZED UNDER THE BANKING LAWS OF NEW YORK AND NEW JERSEY 
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120 BROADWAY, NEW YORK 
15 EXCHANGE PLACE. JERSEY CITY 
100 W.TENTH ST.,WILMINGTON.DEL. 


Albany, 158 State St. Detroit, Dime Sav. Bank Bldg. 

Atlanta, Healey Bldg. Dover, Del., 30 Dover Green 

Baltimore, 10 Light St. Kansas City, 926 Grand Ave. 
(The Corporation Trust puarapented) Los Angeles, Security Bldg. 

Boston, Atlantic Nat’l Bk. Bldg. Minneapolis, Security Bldg. 
(TheCorporation Trust, Saserpeveted) Philadelphia, Fidelity- Phila. Tr. Bldg. 

Buffalo, Ellicott Sq. Bldg. Pittsburgh, Oliver Bldg. 

Chicago, 208 S. La Salle St. Portland, Me., 443 a St. 

Cincinnati, Carew Tower San Francisco, Mills Bldg. 

Cleveland, Union Trust Bldg. Seattle, Exchange Bldg. 

Dallas, Republic Bank Bldg. St. Louis, 415 Pine St. 
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truly or not, as an exact science; income taxa- 

tion is anything but exact, as I hope to dem- 
onstrate. In a previous article, Mr. Walter A. 
Cooper, dealt with the differences as they affect 
gross income’; I am to discuss them 
as they affect deductions. Mr. 
Cooper was able to state certain 
broad principles of Federal income 
taxation which would serve as a 
very useful and dependable guide 
in the determination of the extent 
to which true gross income in the 
accounting sense is gross income 
for tax purposes. I had hoped to 
be able to do the same thing in the 
consideration of deductions, but I 
am not sure that I have been able 
to deliver, due partly, at least, to 
the sad fact that there are few, if 
any, principles to be found. 

There must be an explanation for 
this condition and the explanation, 
if correct, may in itself serve as a 
general principle. I believe the ex- 
planation lies in a general miscon- 
ception, both by the legislative 
bodies and by taxpayers, of the 
true meaning of income. This mis- 
conception may serve to explain 
why there may be comparisons be- 
tween actual income and taxable income on a logical 
| basis, or, more strictly, on a basis of well-defined 
principles, when dealing with gross income, but that 
neither logic nor principles are applicable when deal- 
ing with deductions. 

Congress had the power to tax income before the 
16th Amendment; that amendment did not furnish 
the Federal Government with a new subject of taxa- 
tion but only gave the authority to impose the tax 
directly without apportionment among the states 
according to population. The Amendment did not 
define the term “income” and wisely so, as “income” 


* New York. 
’ February, 1935 issue of THe Tax MacGazine, page 71. 
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THE 


TAX MAGAZINE 


MAY, 1935 


WE DO OUR PART 


Actual Income Versus Taxable Income 


Under the 1934 Act—Deductions 


By S. C. WaALsH * 





S. C. WaLsH 


255 


NuMBER 5 


us. 


is one of those fundamental words of the language 
which we comprehend gradually through years of 
natural growth. We are forced, therefore, to rely 
upon the ordinary understanding of the term, or 
rather, the Supreme Court’s extraordinary under- 
standing. As accountants know 
better than anyone else, it may have 
many meanings depending upon the 
circumstances, and often descriptive 
adjectives are attached to express a 
particular meaning. At the same 
time, every one has a certain in- 
tuitive understanding of the term, 
and I take it that the general under- 
standing of the term is that it means 
earnings, whether from one’s labor, 
services, etc., or from the use of 
capital or both. You will probably 
recognize that this definition is a 
close approximation of the Supreme 
Court’s definition of the term in 
Eisner v. Macomber.? It could not 
very well be otherwise, because the 
Court was expressly stating the 
common meaning of the term. 
There is, however, a very signifi- 
cant extension of the term as con- 
noted in the general understanding, 
which was entirely and properly 
outside the scope of the Court’s 
consideration in that case, and 
which has developed through the various stat- 
utes to be lacking, but not quite so properly, from 
the legislative consideration. That general conno- 
tation of the term is that income means such portion 
of the earnings as the earner has left to live on. In 
the case of a corporation, it would mean such portion 
of the corporate earnings as the corporation has left 
to distribute to its stockholders either immediately 
or eventually. In short, is there any question that 
“income” means “net earnings” or “net income,” in 
the ordinary sense that such terms are used by the 
man in the street or in the more technical sense as 
used by accountants—the two senses being the same, 


2252 U. S. 189. 
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except that the accountant is more accurate and com- 
plete in his computations? The use of the word “in- 
come” in this sense, and there can be no doubt that 
it was in this sense that the word was used in the 
constitutional amendment, compels us to contem- 
plate with amazement the illogical and unnatural 
departures of the legislative enactment from the 
plain intent of a simple term. These departures 
have been accomplished by a wholly unauthorized 
use, in a logical sense, of the supposed legislative 
power to allow so-called deductions from gross in- 
come. In income tax legislation we have grown 
accustomed to thinking of gross income, on the one 
hand, and of deductions, on the other hand, as two 
rather distinct and separate groups of items. This 
custom has become so imbedded in our collective 
minds that it has induced us to accept as a funda- 
mentally established principle of taxation, at least 
of Federal income taxation and in some degree of 
all income tax legislation, the familiar and oft re- 
peated statement that the legislative bodies are re- 
stricted in providing what may be included in gross 
income but have complete and uncontrolled discre- 
tion in providing or failing to provide for the allow- 
ance of deductions. Perhaps all of us have heard 
this principle stated in some such remark as that 
Congress can provide for a tax on gross income if it 
pleases without any allowance for deductions. I do 
not pretend to quarrel with any such statement of 
the so-called principle. We live under a government 
of man-made laws, interpreted by men and we are 
bound to accept the legislative enactments as long 
as they are approved by courts of competent juris- 
diction. 

With these thoughts in mind, I was gratified to 
find certain pertinent remarks in an opinion by the 
Circuit Court of Appeals for the Third Circuit.* The 
case involved the deductibility of expenses incurred 
in earning tax-exempt income. A firm of court ste- 
nographers were officially employed by a political 
subdivision of a state and also rendered the same 
kind of services to private clients. The expenses for 
the two kinds of services could not be segregated. 
The Bureau of Internal Revenue allocated the ex- 
penses in proportion to the gross receipts from the 
respective sources; being forced to exclude from 
gross income the receipts from the state, the pro- 
portionate expenses were disallowed as deductions. 
The Court, in sustaining the disallowance, said in 
part: 

What is exempt? Income. What income? That which 
the petitioner earned. What did he earn? The difference 
between his official salary and his official expenses. That 
is the way income is figured for taxation purposes, why not 
for exemption purposes? 

Sound and sensible remarks and they would have 
been wholly correct if the last sentence had read: 
“That’s the way income is figured for exemption 
purposes, why not for taxation?” Why not, indeed! 

In his article, Mr. Cooper classified the variances 
between taxable gross income and what accountants 
would call true gross income into four groups, the 
first of which covered those resulting from constitu- 
tional limitations on the rights of the Federal Gov- 
ernment. That group in turn he divided into two 





3 Lewis v. Commissioner of Internal Revenue, 47 F. (2d) 32. 
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smaller groups, namely: (1) That the Federal Goy- 
ernment may not interfere with the conduct of State 
business or State Government by the several states 
or subdivisions thereof; (2) That Congress, without 
apportionment among the several states, may tax 
only what is truly income and only so much thereof 
as accrued after March 1, 1913, prior to which date 
it did not have the right to tax income without ap- 
portionment. I am now concerned only with the 
second of these two smaller groups. Mr. Cooper ac- 
cepted the present general opinion, including em- 
phatically the legislative opinion, that “income” as 
so used refers only to gross income. Having once 
accepted this principle or, more accurately, lack of 
principle, what do we contemplate as the humanly 
natural result in the course of the various statutes. 


Let me again quote some of Mr. Cooper’s remarks, 
He said: 


Those of you who have been concerned with income tax 
practice for a number of years will recall that when income 
taxes first began to receive serious consideration, about 
1917 when the first high-rate law was enacted, the law was 
administered largely by accountants or persons accounting- 
minded. Our first Advisory Tax Board was composed 
largely of accountants. We were all inclined to regard 
taxable net income and true net income in the accounting | 
sense as being rather synonymous. 

Mr. Cooper, being a good accountant, uncon- 
sciously used the words “taxable net income” and 

“true net income.” ‘Those days are gone forever. 
More and more we find the legislative bodies pro- 
viding means of determining taxable net income not 
on any logical or correct basis as such, but as a 
means of punishment, on the one hand, or reward, 
on the other. To put it another way, the legislative 
bodies pick thorns with the one hand and flowers 
with the other and find both varieties of plants in 
the field of “deductions.” 


As an eminent statesman is forid of saying, “Let’s 
take a look at the record.” It doesn’t matter much 
where we start, for the road begins nowhere and 
ends at the same place. Let’s begin with expenses. | 


Expenses 


HE statutory provision in the 1934 Act for the 

allowance of expenses is exactly the same as in 
the prior Act and substantially the same as in the 
earlier Acts. The significant description of deducti- 
ble expenses is that they must be “ordinary and nec- 
essary expenses incurred during the taxable year in 
carrying On any trade or business.” We shall return 
to the interpretation of these words in a moment. 


As before, there is specific reference to certain 
types of expenses by way of inclusion, such as con- 
pensation for services actually rendered, traveling 
expenses and rentals and other payments for bust | 
ness property. Likewise, there are the same provi J 
sions for exclusion from deductible expenses 0! | 
personal, living and family expenses, of capital ex | 
penditures for making good depreciation. . 
provision is repeated for exclusion from deductible} 
expenses of premiums paid on life insurance policies 
on the life of any officer or employee, or of anyy 
person financially ‘interested in any trade, when the § 
taxpayer is a beneficiary. The only new provision 
affecting this class of deductions is one excluding 
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from deductions expenses allocable to income which 
is wholly exempt from income tax. There is a spe- 
cific exception to this exclusion in the case of ex- 
penses incurred in connection with tax-exempt interest, 
so that such expenses may be deducted as hither- 
to even though the interest is not included in taxable 
income. This provision is a statutory confirmation 
of decisions to the same effect; you will recall that 
previously I referred to a decision by the Circuit 
Court of Appeals holding that expenses allocable to 
earning compensation from a political subdivision of 
a state were not deductible. 


These exclusions from deductible expenses are 
entirely in accord with the true, i. e., the accounting 
meaning of the term “income.” Personal, living or 
family expenses are, of course, paid out of what the 
taxpayer has to live on. Capital expenditures and 
similar expenditures would be properly treated by 
accountants in accordance with the statutory provi- 
sion. These are purely accounting provisions. The 
main differences under this head would arise because 
of differences of opinion as to what constitutes capi- 
tal expenditures. A conscientious accountant and a 
conscientious official would have little difficulty ordi- 
narily in agreeing as to whether or not a particular 
expenditure was a current expense or a capital ex- 
penditure, allowing for the natural differences of 
opinion bound to arise between an official who is 
anxious to collect as much taxes as possible as speed- 
ily as possible and a conscientious taxpayer who nat- 
urally desires to reduce immediate taxes as much as 
possible. I shall have more to say on this subject 
later on in the course of some general observations 
as to administrative procedure. 


The chief difficulty in determining whether an 
expense, i. e., a business expense, is deductible oc- 
curs in the application of the terms “ordinary” and 
“necessary” to a specific item. Here accountants 
and officials may differ widely in particular cases, 
although the principle should be clear enough. The 
trouble is due again to the use of words of everyday 
usage. Who can define “ordinary” and “necessary”? 
Recourse to the dictionary merely supplies us with 
synonyms, which are open to the same objection. If, 
in search of a principle of interpretation or yardstick, 
to use an up-to-date term, we turn to the courts, we 
are met with such wide variances of construction as 
to be bewildered. I shall quote from two decisions 
by the Circuit Court of Appeals, one in the 5th Cir- 
cuit and one in the 8th Circuit. The one case con- 
cerned the deductibility of amounts paid by a 
taxpayer on account of debts of which he had been 
cleared through bankruptcy, the payments being 
made over a period of years to reestablish credit ; 
the other concerned similar payments made by a 
taxpayer on account of debts of a corporation in 
which he had been an officer and a minor stock- 
holder, made admittedly for the same purpose. In 
the first case* the Court, in allowing the deduction 
of the payments, said in part: 

Expenses need not be both ordinary and necessary in a 
narrow, technical sense. ' On the contrary, it is 
clear that Congress intended the statute to be broadly 


construed to facilitate business generally so that any neces- 
sary expense not actually a capital investment, incurred 


‘Harris & Co. v. Lucas, 48 F. (2d) 187. 
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in good faith in a particular business, is to be considered 
an ordinary expense of that business. This in effect is the 
construction given by the Treasury Department and the 


Courts. 


In the second case,’ the Court, in disallowing the 
deduction, said: 


The question is whether these expenses are “ordinary 
and necessary”, within the meaning of the statute. Words 
used in a statute are to be taken in their usual, everyday 
meaning and this is particularly true of revenue statutes. 
: The deductible expenses must be both ordinary and 
necessary. . . These payments may have been made 
under conditions which might approach and reach neces- 
sity. However, we can see no possible basis upon which 
payments of this character can be treated as “ordinary” 
expenses of his business. In fact, they are very 
extraordinary payments and not expenses of the business 
at all. 

I am inclined to think that the decisions were 
both right, diverse as they may seem, under the 
peculiar circumstances of each case. What interests 
me are the violently contrasting interpretations of 
the twin terms “ordinary” and “necessary”, the one 
court regarding them as just twins and the other as 
Siamese twins. 


Since we are dealing particularly with the 1934 
Act and since there has been little change in the 
provisions affecting deductible expenses, except with 
respect to expense incurred in earning tax-exempt 
income, I shall hurry along to those provisions which 
do exhibit material alteration. If we have time, we 
can take up general considerations as to time of 
claiming deductions, etc., which concern expenses 
as well as other items. Mr. Cooper in his article dis- 
cussed those subjects in detail and his remarks 
concerning gross income apply equally well to de- 
ductions. 


Interest 


HE section under which deductions for interest 

are allowed is quite the same as in prior acts, with 
one important exception. The 1934 Act contains a pro- 
vision © for the inclusion in gross income of amounts 
received as annuities up to the amount of 3 per cent 
of the aggregate premiums or other consideration; 
amounts in excess of that amount are still excluded 
until such aggregate premiums or other considera- 
tion have been returned to the annuitant free of tax. 
This may be regarded as a withdrawal of voluntary 
exemption, so far as current amounts are concerned. 
As an offset, the statute also withdraws the restric- 
tion on the deductibility of interest on indebtedness 
in connection with the purchase or carrying of an 
annuity. 

It is in the allowances of interest on all kinds of 
indebtedness, with the exception just mentioned and 
also the exception of interest on indebtedness in 
connection with the purchase and carrying of certain 
tax-exempt obligations, that the statute departs from 
the true conception of income. There is no reason 
why the owner of a house in which he lives who 
pays interest on a mortgage on that house should 
be permitted to deduct it in arriving at taxable 
income while a tenant is not allowed to deduct rent, 
or vice versa. To the extent that a taxpayer owns 

5 Welch v. Commissioner of one Revenue, 63 F. (2d) 976, affirmed 


by Supreme Court, 290 U. S. 11 
® Sec. 22 (b) (2). 
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personal property, by which I mean property used 
for living purposes as distinguished from business 
purposes, free of mortgage or indebtedness, or to the 
extent that he pays rent for the use of such property, 
he penalizes himself in the computation of his in- 
come tax. I am not aware of the reason for the 
failure of the legislative bodies to make the same 
distinction between personal or living deductions 
and business deductions in respect to interest as 
they have in connection with other deductions. 


Taxes 


HE provision for the deduction of taxes is 

substantially the same, again with one important 
exception. In the acts prior to the 1928 Act, estate, 
inheritance, legacy and succession taxes were al- 
lowed as deductions to the estate or to the bene- 
ficiaries, depending on the law of the particular 
jurisdiction imposing such taxes. The 1928 Act first 
restricted the allowance to the estate alone, and the 
allowance continued in that form in the 1932 Act. 
Under the 1934 Act the deduction for such taxes is 
entirely eliminated and with it disappears the deduc- 
tion for gift taxes. 


I imagine that most accountants will regard the 
termination of the deduction for estate and inherit- 
ance taxes as a step in the right direction in so far 
as it brings taxable income closer to true income. 
Such taxes are undoubtedly a reduction of the corpus 
of the estate and should have no bearing upon the 
determination of income as such. For the same rea- 
son, probably, the deduction for gift taxes should 
have no place in an income tax statute. I imagine 
also, however, that Congress was not thinking of 
the desirability of approximating true income in 
these changes, although that was the reason in effect 
advanced by the Committee on Ways and Means in 
its first report on the new act. 


Congress failed to take a further logical step to 
eliminate taxes on property used for personal pur- 
poses as distinguished from business property. The 
same comments apply here as were made in connec- 
tion with interest on indebtedness incurred for per- 
sonal purposes. 

None of the Revenue Acts subsequent to the 1916 
Act has allowed a deduction for Federal income or 
excess-profits taxes. It has become an accepted and 
unchallenged principle in income tax legislation and 
yet there is no sound or logical reason for the failure 
to allow such a deduction; it means, of course, a 
wide variance between actual income and taxable 
income. If, aside from this difference, taxable in- 
come approximated actual income, the lack of such 
a deduction would be merely another way of increas- 
ing the rate of tax, but where, as shown in this 
discussion, taxable income may bear little resem- 
blance to actual income, the variance becomes so 
great as to justify the observation that the tax is 
not on “income” at all, but on an artificial amount 
known as such only for convenience. 


Losses 


HE allowances for losses have undergone radical 
changes. Section 23, so far as it makes a gen- 
eral provision for the allowance of losses incurred in 
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trade or business, or in any transaction entered into 
for profit or for losses from casualty, is practically 
unchanged from the 1932 Act, except that the limita- 
tion on stock losses is eliminated. An entirely new 
provision is substituted dealing with capital losses.’ 
In his article on gross income, Mr. Cooper discussed 
quite fully the provisions effecting a partial exemp- 
tion of profits on the sale or exchange of capital 
assets. In the same way as gains on the sale or 
exchange of capital assets are only partially taxable, 
depending upon the length of time during which 
they have been held by the taxpayer, so likewise 
losses on the sale or exchange of capital assets are 


only partially allowable. The partial exemption or, | 


as some have called it, the partial forgiveness, of 
profits and the partial allowance of losses which 
depend upon the length of the period during which 
the property was held apply only to individual tax- 
payers. With a general limitation to be mentioned 
later, such losses are fully deductible if the capital 
asset had been held for one full year, deductible to 
the extent of 80 per cent if held more than one year 
and not more than two full years, to the extent of 
60 per cent if held more than two years and not 
more than five full years, to the extent of 40 per cent 
if held more than five years and not more than ten 
full years, and to the extent of 30 per cent if held 
more than ten years. 


As the provisions for the allowance. of losses are 
quite involved and are contained in several sections 
of the Act, some of which appear to be contradictory 
or overlapping, we shall have to consider them care- 
fully item by item. When I refer to apparent con- 
tradictions, I have in mind the definition of a “capital 
asset” given in the Act, namely, any property, whether 
or not connected with the taxpayer’s trade or business, 
except property properly includible in inventory 
and property held primarily for sale to customers in 
the ordinary course of a trade or business. This 


definition covers the matter so far as gains are con- | 


cerned, but it must be remembered that deductible 
losses are also restricted by the general provision for 
losses ® to those incurred in transactions entered into 
for profit. Consequently, losses on the sale or ex- 
change of property acquired for personal purposes 
do not enter into the determination of losses on sale 
or exchange of capital assets. 


In determining the length of time during which 
the capital asset was held, the principles for both 
gains and losses are the same. As these principles 
were stated quite fully in Mr. Cooper’s article, they 
need be repeated only in outline, namely, that where 
the property disposed of was acquired in an ex- 
change which under the so-called tax-free exchange 
and reorganization provisions carries over to the 
property acquired the same basis in whole or in part 
as the property exchanged, the period goes back to 
the acquisition of the property exchanged; likewise, 
where the property disposed of has the same basis 
as in the hands of a donor or grantor, the period 
includes the time during which the property was 
held by such donor or grantor; where the property 


disposed of consists of securities acquired as the | 
result of a wash sale, the period dates back to the | 


™Sec. 117, Revenue Act of 1934. 
8 Sec. 23(e), Revenue Act of 1934. 
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acquisition of the securities sold in the wash sale, 
providing, of course, that the loss on such wash sale 
was not allowed as a deduction. 


It will be noted that the capital net gains and 
losses sections as contained in the several prior Acts 
have been entirely eliminated. The capital gains 
and losses provision in the 1934 Act differs from the 
former provision in several important particulars; 
the period of ownership for capital assets, which was 
required formerly to be for more than two years, is 
now broken up into five groups as just stated, and 
the specific rate of tax on capital net gains and the 
specific rate of reduction of tax on capital net losses 
have been replaced by specific percentages of the 
recognizable gains and losses for inclusion as ordi- 
nary income at the regular rates. 

In determining the amount of gains to be included 
in income as capital gains, the capital losses are 
offset against the capital gains after the respective 
percentages have been applied. If such offset leaves 
net capital gains, such gains are included in ordinary 
income subject to normal tax and surtax. If such 
offset, however, results in net capital losses, such 
losses may be deducted from ordinary income only 
up to $2,000.00. 

We have been speaking of the new method of com- 
puting taxable capital gains and deductible losses in 
varying percentages depending upon the period of 
time held as applying to individual taxpayers; they 
apply to all taxpayers, except corporations, in other 
words, to estates, trusts and partnerships, as well as 
to individuals. The limitation of $2,000 on the de- 
duction of capital losses, however, does apply to all 
taxpayers, including corporations, except to banks 
and trust companies and then only under certain 
conditions and with respect to certain evidences of 
indebtedness. 


A further significant change in the capital assets 
provisions, which will be of interest to everyone 
selling securities, especially where there is an un- 
realized profit, concerns short sales. The 1932 Act 
specifically placed gains or losses on short sales in 
the category of gains or losses from sales of non- 
capital assets.2 The 1934 Act in equally specific 
language 7° places them in the same category as 
gains or losses on capital assets, and therefore sub- 
ject to the percentage rules for partial exemption of 
gain or partial deduction of loss. 

There is a further additional restriction on deduc- 
tions for losses on sales or exchanges of property.” 
No loss may be deducted where the sale takes place 
between members of a family or, except in case of 
liquidation, between an individual and a corporation 
in which he or his family or both own directly or 
indirectly more than 50 per cent in value of the 
outstanding stock. The family includes brothers, 
sisters, spouse, ancestors and lineal descendants. 

Several other changes were made in the 1934 Act 
which affect the computation of a loss on the sale 
or exchange of capital assets by changing the basis 
for the determination of the loss without any cor- 
responding change in the basis for determination of 
” 9 See. 23(s), Revenue Act of 1932. 


Sec. 117(e), Revenue Act of 1934. 
4 Sec. 24(a) (6), Revenue Act of 1934. 


ACTUAL INCOME VERSUS TAXABLE INCOME—DEDUCTIONS 


259 


gain. Prior to January 1, 1921, in the case of gifts, the 
fair market value of the property at the time of the 
transfer was used as the basis for the determination of 
both gain and loss on the subsequent sale by the donee. 
Subsequent to December 31, 1920, the basis in the case 
of gifts was changed so as to substitute the cost to the 
donor as the basis to the donee for the determination 
of both gain and loss. The 1934 Act now for the 
first time,?? while it leaves undisturbed the basis for 
the determination of gain, changes the basis for the 
determination of loss so as to require the donee to 
use either the cost to the donor or the fair market 
value at the date of the gift, whichever is lower. 
This new provision was expressly inserted in the Act 
to prevent the transference of losses from the donor 
to the donee. It applies to all gifts after December 
31, 1920, but does not apply to the determination 
of loss in cases of transfer in trust. 


A further change was made with respect to the 
determination of gain or loss where the property 
was acquired before March 1, 1913. Without going 
into the history of the provisions affecting such basis 
in the early statutes, it will be recalled that in the 
last few prior statutes the basis for the determina- 
tion of gain or loss in cases of property acquired 
before March 1, 1913 was the cost or other substi- 
tuted basis, or the value at March 1, 1913, whichever 
was greater. That basis is preserved in the 1934 
Act for the determination of gain,!* but for the deter- 
mination of loss the basis is changed to eliminate 
the value at March 1, 1913. In short, the basis for 
the determination of loss in the case of property 
acquired before March 1, 1913, is the cost or other 
— basis,“ regardless of the value at March 

, 1913. 


All of these provisions which restrict the deduction 
for losses have obviously no relation to true income. 
In many respects the provisions for the change in 
basis in cases of loss were made so that the taxpayer 
could show only actual losses as in the case of the 
change of the basis of property acquired before 
March 1, 1913. Owing to the constitutional limita- 
tion arising out of the passage of the income tax 
amendment on that date, the basis for the determina- 
tion of profit could not be altered, but since a loss 
is a deduction, the legislative body consistently felt 
that there was no restriction on it in providing for 
lower bases than in the prior acts. Likewise in the 
case of the basis affecting donated property, the 
change was made for reasons which have no relation 
to any accounting principle. Aside from these in- 
stances of changes due to constitutional reasons and 
other reasons having to do with the raising of reve- 
nue rather than with any income principle, the chief 
variance between true income and taxable income 
arises out of the general limitation on the deduction 
of losses on the sale or exchange of capital assets, 
namely, that such net losses may not be deducted 
from income to the extent of more than $2,000. This 
restriction, of course, arose largely out of the in- 
vestigations by Congress during the preceding year 
which revealed that many losses had been taken 
which to the mind of Congress were not true losses 





2 Sec. 113(a)(2), Revenue Act of 1934. 
13 Sec. 113(a) (14), Revenue Act of 1934. 
4 Sec. 113(a), Revenue Act of 1934. 
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With that conclusion, and with measures for the 
elimination of such losses as deductions, accountants 
can have no quarrel. It would seem, however, that 
where a loss is passed through the fine mesh net 
provided by the various other restrictions, such as 
in the case of sales or exchanges between members 
of a family and between a stockholder and a family 
corporation, and with the changes in the bases in the 
cases of gifts and the cases of property acquired 
before March 1, 1913, any losses then established 
should be regarded as true losses and should be al- 
lowed as a deduction against income to the full 
extent. This is particularly true when it is remem- 
bered that net losses had previously been eliminated 
by the National Recovery Act as a carry-over to a 
subsequent year, and that taxable income is now 
determined only by the transactions during the par- 
ticular taxable year. A taxpayer may well have large 
capital profits in one year and large capital losses 
in another year and pay tax on the profits in the 
one year and not be permitted to deduct his losses 
in the other year with the conceivable result in some 
cases that the net taxes for the two years together 
may be greater than the actual income for the same 
two years. Also, it is quite possible for a taxpayer 
with a large net loss for any one year, after con- 
sidering actual income and actual expenses and 
losses, to have to pay a large tax. This may happen 
for several reasons; he may have profits on the sale 
of assets held for a short time and losses on the sale 
of assets held for a long period, which may result 
in a taxable profit as compared with an actual loss 
on all sales together; he may, even after the use of 
the applicable percentages. 


The limitation on the deduction of net capital 
losses of $2,000 was, of course, put in the Act as an 
aid to small taxpayers who might have isolated 
transactions without corresponding profits against 
which to offset them and is, therefore, obviously a 
remedial measure. 


Since the provisions for the application of the re- 
spective percentages apply to the capital assets only 
where they are sold or exchanged, it appears that 
with respect to worthless property, including aban- 
doned property, the loss may be deducted in full. 
This exclusion of worthless property from the per- 
centage provisions and the $2,000 limitation was 
obviously made by the legislative body on the theory 
that in the case of sales or exchanges the taxpayer 
has control over the period of ownership, while in 
the case of worthless property, of course, the loss 
is involuntary. 

Losses were obviously persona non grata with 
Congress, and it may be a matter of surprise to some 
that losses were recognized at all. There is no ques- 
tion, from any true accounting point of view, that 
losses, if actual losses, should be recognized to ex- 
actly the same extent as actual gains, but here again 
we fall afoul of the theory that gross income is tax- 
able only within certain limits, while deductions may 
be allowed or disallowed at pleasure. 

Before leaving the subject of losses, one new pro- 
vision in the 1934 Act with reference to losses in 
gambling or wagering transactions might be men- 
tioned. Formerly the courts had held that in states 
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where gambling was legal net losses should be al- 
lowed to the same extent as any other losses. The 
1934 Act now restricts losses to an allowance only 
to the extent of gains from gambling or wagering 
transactions.’® In effect net losses from such trans- 
actions are disallowed entirely as deductions. This 
is again obviously a revenue provision and has no 
relation whatever to true income. 


Bad Debts 


HERE has been no change whatever in the pro- 

sion for the deduction of bad debts. This 
provision in the present act, as in the prior acts, is 
another illustration of a difference between taxable 
income and true income if we accept the principle 
that true income should be what the taxpayer has 
left to live on. As in the case of interest on per- 
sonal indebtedness and taxes on property used for 
personal purposes, the taxpayer is allowed to deduct 
uncollectible debts even though the debt arises out 
of a personal loan or other personal transaction. 


The administrative tendency, during the last few 
years particularly, has followed faithfully the legis- 
lative theory that deductions are a favor to the tax- 
payer and not a matter of right. The statute pro- 
vides that debts may be deducted in the year when 
ascertained to be worthless, provided, of course that 
they are charged off within that year. The adminis- 
trative practice in many cases has been to read into 
the words “ascertained to be worthless” an addi- 
tional requirement that the taxpayer should have 
ascertained them to be worthless at the particular 
time when the administrative authorities believe 
they were worthless. This is a large subject pro- 
ductive of some irritation to taxpayers, and as any 
comments would depend upon particular facts, they 
have no place in a general discussion. 


Depreciation 


HE statutory provision for depreciation, that is 

for the exhaustion, wear and tear of property 
used in a trade or business, has not been changed. 
The administrative action, however, has been con- 
siderably changed during this year, and since the 
change arises out of the preliminary considerations 
by Congress of the 1934 Act, they may well be con- 
sidered at this time. It will be recalled that Con- 
gress was considering a proposal to reduce depreciation 
allowances otherwise allowable by an arbitrary re- 
duction of 25 per cent. In this connection in dealing 
with the differences between taxable income and 
true income a significant statement was made by 
the sub-committee of the Committee of Ways and 
Means. The sub-committee said: 

While recognizing the soundness from an accounting 
standpoint of these deductions, the sub-committee recom- 
mends that for the years 1934, 1935 and 1936 these allow- 
ances (meaning depreciation and depletion allowances) be 
reduced by 25 per cent. 

Congress was prevailed upon by the Treasury De- 
partment to abandon this proposal by promising to 
tighten up the administrative control over such 
allowances. Much has been said of the estimate 
by Congress \hat the allowance for depreciation, if 


"15 Sec. 23(g), Revenue Act of 1934. 
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reduced by 25 per cent, would produce additional 
revenue of $85,000,000. The Treasury Department 
convinced Congress that administrative restrictions 
on the allowance would produce approximately the 
same result. 


The first indication of administrative restrictions 
was expressed in the well known T. D. 4422 which 
effected an amendment to the regulations concerning 
depreciation. This amendment effected two changes. 
Prior regulations concerfiing depreciation provided 
that the taxpayer should be allowed the amount of 
such deductions claimed unless the Bureau of In- 
ternal Revenue could show, by clear and convincing 
evidence, that such deductions were unreasonable. 
The amendment of the regulations now requires that 
the taxpayer prove that the deductions are reason- 
able or run the danger of having the deductions 
disallowed. The second change, which is quite im- 
portant, is a limitation on the deduction to such 
amounts as may be considered necessary to recover 
the unrecovered cost or basis of the depreciable asset 
during the remaining useful life thereof. In practice 
this has meant that although a taxpayer has in the 
past determined certain supposedly reasonable rates 
of depreciation based upon the estimated useful life 
at the time of acquisition, such rates are no longer 
effective if it appears that the estimate when made 
was incorrect, as shown by subsequent experience, 
such showing depending upon a new estimate of the 
remaining useful life made at December 31, 1933, 
or at any other date, provided the year to which the 
deduction applies has not yet been barred from as- 
sessment by the period of limitation. It is true that 
the regulations before the amendment provided for a 
new estimate of the useful life of the depreciable 
property where the original estimate was found to 
be incorrect, but the new regulations in effect re- 
quire a re-examination of the estimate each year. 
These changes have naturally caused a great deal of 
concern to many taxpayers, particularly in view of 
the early announcements by the Bureau of Internal 
Revenue that drastic changes would inevitably have 
to be made in most depreciation rate structures and 
that taxpayers would be required to submit a mass 
of data showing the cost or other basis of all depre- 
ciable property still in use at a particular date and 
the amount of depreciation actually deducted there- 
on. This mass of data was intended to be required 
at the peril, in case of failure to submit it, of having 
the depreciation rates arbitrarily fixed by the Bu- 
reau. It appears since that the Bureau has been 
appalled by the accumulation of information whtch 
would be required, and has now stated that such data 
should not be submitted unless definitely requested. 

So far as these changes involve any variance be- 
tween actual income and taxable income, accountants 
may accept them with equanimity if the administra- 
tive action is fair and reasonable. Undoubtedly, in 
} many cases, depreciation rates in the past have been 
fixed too high in order to save taxes. This is one 

of the questions which accountants and fair-minded 
4} officials may settle without too great difficulty. Ac- 
countants will obviously tend to conservatism in 
fixing depreciation rates, while officials will equally 
obviously err in the opposite direction in order to 
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increase the revenue. There were probably many 
instances during the past two or three years when 
concerns which were running at only partial capacity 
might easily have reduced their depreciation rates 
on a sound basis. 


Depletion 


HE provisions concerning depletion are practi- 

cally unchanged from the prior acts. It should 
be noted, however, that where a taxpayer is making 
his first return in respect of any coal and metal mines 
and sulphur property, he must state whether he 
desires to have the depletion allowance computed on 
the percentage basis. If such a desire is not indi- 
cated in the return the depletion will be computed 
on the same basis as in the case of depreciation, that 
is, a method which returns over the period of ex- 


haustion of the property the actual cost or other 
basis. 


With respect to the basis for depreciation and the 
basis for depletion (where the method of percentage 
depletion is not used) the basis is now specifically 
provided to be the same as the basis used for the 
determination of gain upon the sale of such property. 
This change is made necessary because of the 
changes with respect to the basis for the determina- 
tion of loss upon the sale of property. 

The depletion allowance is of course a well known 
example of a variance between actual income and 
taxable income by way of conferring a benefit upon 
particular taxpayers. The reasons for this benefit 
have nothing to do with accounting principles or 
with the need for’ revenue, but are definitely made 


in order to aid taxpayers who own depletable prop- 
erty. 


Contributions 


N respect to charitable and similar contributions, 
the only change in the 1934 Act, as compared 

with the prior Act, is that a contribution to a corpo- 
ration or a fund which indulges in propaganda activi- 
ties to influence legislation is not regarded as a 
deductible contribution.2® Likewise, the unlimited 
deduction where contributions exceed 90 per cent: of 
the net income has been eliminated. I do not be- 
lieve that the elimination of this deduction will add 
any appreciable amount to the revenue. 

The deduction for contributions has no particular 
relation to the computation of actual income. It is 
a purely personal expenditure and is allowed as a 
deduction only for the encouragement of such con- 
tributions. Congress has still not seen fit to allow a 
deduction for such contributions to corporations. To 
this extent there is, of course, an obvious difference 
between taxable income and actual income. There 
had been a decided tendency for a while to allow 
deductions to corporations for so-called donations 
or contributions where the corporation could show 
some element of a business purpose. This tendency 
has been largely restricted in practice recently, but 
in theory, at least, a corporation which makes a 
so-called donation may deduct it if it is able to show 
that it was definitely made for a business purpose. 


16 Sec. 23(0)(2), Revenue Act of 1934. 
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Dividend Deduction by Corporations 


CORPORATION may still under the 1934 Act 
deduct from gross income dividends received 
from a domestic cofporation which is subject to in- 
come taxation. The 1934 Act, however, eliminates 
as a deduction the amount of dividends received 
from a foreign corporation, a certain percentage of 
the gross income of which during the three year 
period preceding the declaration of such dividends 
was derived from sources within the United States. 
This dividend deduction by corporations has, of 
course, nothing to do with the determination of 
actual income, but is purely a remedial measure to 
prevent multiplication of taxes on the same income 
passing from the source of the income to the ultimate 
owners. 


Earned Income 


HE 1934 Act again introduces a benefit in the 

way of a deduction for earned income.” ‘The 
new earned income credit is considerably changed 
from the earned income credit under some of the 
prior acts. It is restricted, as before, to wages, 
salaries, professional fees and other amounts re- 
ceived as compensation for personal services, and it 
is also restricted, as before, in the case of a taxpayer 
engaged in a trade or business in which both per- 
sonal services and capital are material income pro- 
ducing factors, to 20 per cent of the taxpayer’s share 
of the net profits of the trade or business. Even if 
the taxpayer, however, receives no such compensa- 
tion whatever, he is entitled to an earned income 
credit of $3,000 unless his entire net income is less 
than $3,000, in which case such entire net income is 
considered earned net income. The maximum 
amount which may be considered as earned income 
is $14,000. For the purpose of the normal tax only, 
the credit is allowed against net income to the extent 
of 10 per cent of earned net income, but not more 
than 10 per cent of net income. This is again clearly 
a remedial measure and has no bearing upon the 
comparison of actual income with taxable income. 


Surtax on Corporations Improperly Accumulating 
Surplus 


HERE is another kind of tax in the 1934 Act 

which brings up an interesting deduction, or 
rather lack of deduction. I refer to the new so-called 
surtax on the net incomes of corporations which are 
held to have improperly accumulated surplus to pre- 
vent the imposition of surtaxes on their sharehold- 
ers.‘ Similar provisions have been in the Revenue 
Acts for a number of years. There are several 
changes in the 1934 Act. They have been discussed 
quite fully in Mr. Cooper’s article and only brief 
mention need be made here. The “adjusted net 
income” for the purpose of this surtax is the net 
income for ordinary income tax purposes plus the 
amount of the deduction allowed for dividends re- 
ceived from domestic corporations plus interest on 
partially tax-exempt securities, less the amount of 
dividends paid by the corporation itself to its stock- 
holders during the particular year. This tax, which 


17 Sec. 25(4), Revenue Act of 1934. 
18 Sec. 102, Revenue Act of 1934. 
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in the prior acts was merely called a tax, is now 
referred to as a surtax in order to include with the 
base of the tax interest from partially exempt se- 
curities. I might say in passing that as compared 
with the general belief of the average taxpayer, this 
tax is imposed only on the net income of a particular 
taxable year, and no matter how large the accumu- 
lated surplus may be for prior years, there is no 
tax on such surplus. 


In considering the question of deductions, the in- 
teresting feature of this tax is that net losses on sales 
or exchanges of capital assets are not allowed except 
to the same extent as for income tax purposes, 
namely, $2,000; also Federal income and excess prof- 
its taxes are not allowed as deductions. In a tax 
which is plainly a penalty because of the failure of a 
corporation to distribute its income, the failure of 
Congress to allow as a deduction actual losses on 
sales of capital assets is difficult to understand, and 
likewise, the failure to allow as specific deductions 
for this purpose the income and excess profits taxes. 
Under the strict provisions of the Act, therefore, a 
corporation, provided it has an unreasonable accu- 
mulation of surplus, may be taxed on its “adjusted 
net income” even though after consideration of actual 
losses on securities and income and profits taxes it 
may have no income whatever left to distribute. 


This is quite a striking instance of an attempt by 
Congress to impose a penalty tax on actual income 
by taking away a deduction allowed as a remedial 
measure as mentioned above and at the same time 
failing to allow actual deductions, which on any 
equitable or sensible basis should be allowed. It 
may be said that such failure is unimportant because 
if a corporation has no actual net income it cannot 
be regarded as having been “availed of” for the pur- 
pose of preventing the imposition of the surtax on 
its stockholders, but it should be remembered that 
the accumulation of an “unreasonable” surplus in 
past years may be sufficient to warrant the applica- 
tion of the tax to the “adjusted net income” of the 
taxable year. 


Personal Holding Companies 


HERE is an entirely new tax in the 1934 Act 
which need be mentioned only briefly. This is 
the new surtax on so-called personal holding com- 
panies provided in Section 351. Such companies 
were generally considered subject to tax, that is 


aside from the regular income tax, under the former | 


provisions just mentioned which imposed a tax on 
corporations unreasonably accumulating surplus. A 
personal holding company is defined as any corpo- 
ration, with the exception of certain banks and trust 
companies, if at least 80 per cent of its gross income 
is derived from royalties, dividends, interest, annui- 
ties, and gains from the sale of stock or securities, 
provided further that at any time during the last 
half of the particular year more than 50 per cent in 
value of its outstanding stock is not directly or 
indirectly owned by more than five individuals. The 
surtax in this case is imposed on what is called un- 
distributed adjusted net income. For the present 
purpose, it is unnecessary to refer to all the deduc- 


(Continued on page 309) 
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Congressional Study of Conflicting 
Taxation 


By Lovett H. PARKER * 


HE first definite step taken in Congress, having 
‘Ts its object the coordination of Federal and 

state taxes, resulted from a motion made by 
the Honorable Fred M. Vinson of Kentucky, on 
June 16, 1932, in the Committee on Ways and Means 
of the House of Representatives, providing for the 
appointment of a subcommittee “to make a compre- 
hensive study and investigation of the overlapping, 
duplication, and lack of correlation 
of taxation by the Federal and state 


However, the fact-finding report was completed 
on time and was printed and ready for distribution 
in the first part of January, 1933. The report was 
entitled “Double Taxation,” and it is hoped that it 
has served a useful purpose. It evidently created 
considerable interest, as the first edition of 4,500 
copies was soon exhausted. The preparation of the 
report involved a wide field of investigation and 

required considerable labor. It con- 





governments.” The motion having 
been adopted, the chairman of the 
committee, the late James W. Col- 
lier of Mississippi, appointed a sub- 
committee on double taxation com- 
posed of Mr. Vinson, chairman, 
Mr. Cullen of New York, Mr. Lewis 
of Maryland, Mr. Chindblom of II- 
linois, and Mr. Crowther of New 
York. Subsequently, Senator Har- 
rison, Chairman of the Committee 
on Finance of the United States 
Senate, appointed the following sub- 
committee on double taxation : Sen- 
ator King of Utah, Chairman, 
Senator Barkley of Kentucky, Sen- 
ator Byrd of Virginia, Senator 
Reed of Pennsylvania, and Senator 
La Follette of Wisconsin. 

In consideration of the impor- 
tance and scope of the investigation 
to be undertaken, the subcommit- 
tee agreed upon a plan of procedure, 
the first step in which was the 
preparation of a fact-finding report to set out the 
necessary data relative to Federal, state, and local 
taxes, the duplications therein, the revenues col- 
lected, and the disposition of such revenues. The 
purpose was to publish this report as a basis for the 
consideration of the problem by the Congress as 
well as for public examination and analysis. It was 
decided to defer any definite proposals for the elimi- 
nation of conflicting taxation until after the fact- 
finding report had been studied and discussed. ~ At 
the request of Mr. Vinson, Mr. Collier, then chair- 
man also of the Joint Committee on Internal Revenue 
Taxation, authorized me as chief of the technical staff 
of that committee to collect the necessary data for 
the report under the direction of the subcommittee. 

Inasmuch as the report was expected at the open- 
ing of the next session of the Congress in December, 
1932, only six months were available for its prepara- 
tion. The scope of the subject was wide and covered 
some virgin territory. 


* Chief of staff, Congressional Joint Committee on Internal Revenue 
Taxation, Address before the Second Interstate Assembly, March 1, 


1935, Washington, D. C 





LoveLL H. PARKER 


tains some 325 pages and numerous 
statistical tables. 

The report describes the taxing 
powers and limitations of the Fed- 
eral and state governments under 
our dual form of government and 
their respective tax systems. It en- 
deavors to show all cases in which 
duplicate or double taxation exists 
between the Federal and state gov- 
ernments, which were some 326 in 
number at the time the report was 
published. The revenue derived 
from the various taxes by the Fed- 
eral Government, the states and 
their various political subdivisions 
is shown as far as data were then 
available. A number of approxi- 
mations were made in order to give 
figures on total tax burden. Simi- 
lar data were shown as to the ex- 
penditures and the purposes for 
which expenditures were made. 
The investigations made showed 
the enormous increase in the tax 
burden, as well as the shifting of that burden in 
recent years. Some investigation was made in_re- 
spect to the tax systems of various foreign countries, 
the results of which are included in the report. 

The report obviously justifies the conclusion that 
there are many instances of duplication in taxes be- 
tween the Federal and state governments, some of 
which could and should be removed, that the burden 
of taxation on certain specific objects has reached 
the point of diminishing returns, and that our pres- 
ent tax system is not only complicated and cumber- 
some, but in many instances inequitable. 


The publication of the preliminary report by the 
committee did not conclude its interest in or study 
of this most important subject. Honorable Robert 
L. Doughton, now chairman of the Committee on 
Ways and Means, recently reappointed the subcom- 
mittee on Double Taxation for the present Con- 
gress. The committee consists of Mr. Vinson of 
Kentucky, chairman, Mr. McCormack of Massachu- 
setts, Mr. Lewis of Maryland, Mr. Reed of New 
York, and Mr. Jenkins of Ohio, with Mr. Doughton 
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taking part in the deliberations of the committee as 
ex-officio member. 


The staff of the Joint Committee on Internal Reve- 
nue Taxation is continuing its work. The statistics 
in respect to taxes are being brought up to date and 
made more accurate and complete. A study and 
compilation of the constitutional provisions of the 
several states with respect to taxation has been 
made setting out more fully their powers and limi- 
tations. During the year 1934, in 38 sessions of 
state legislatures—only nine of which were regular 
sessions—over 400 laws with respect to taxation 
have been enacted. No diminution has been noted 
in the number of objects subject to double taxation. 
Sales taxes in various forms have been imposed by 
the states and there seems to be a tendency to shift 
the burden from real property to other subjects of 
taxation. Taxation of natural resources seems to be 
growing in favor. In short, the staff of the Joint 
Committee is in a position to publish promptly a re- 
vised and up-to-date report on Double Taxation 
when the opportune time arrives. 


During the past summer, I had the opportunity 
of visiting England in company with representatives 
of the Treasury Department for the purpose of in- 
vestigating the tax system of that country. A study 
of the British system is very helpful to those who 
are interested in the conflicting taxation problem, for 
in England no double taxation of any consequence 
exists. In spite of the fact that the per capita tax 
burden in Great Britain is nearly one-third greater 
than in the United States, that burden seems equi- 
tably spread and not unduly repressive on business. 
In my opinion, the same total burden in Great Brit- 
ain would be unbearable if they employed our un- 
coordinated, overlapping and duplicate system of 
taxation. Conversely, I believe, if our tax system 
was coordinated and the Federal Government and 
the states imposed their taxes in accordance with a 
harmonious plan, that the present total tax burden 
in this country would be much more easily borne. 


In England, approximately two-thirds of the reve- 
nue is collected by the Crown and only one-third by 
the local jurisdictions. In this country the reverse 
is true, and about one-third of the revenue is col- 
lected by the National Government and two-thirds 
by the state and local governments. The revenue 
collected by the local authorities in England is sup- 
plemented by grants-in-aid from the Crown. The 
only real tax imposed by the local authorities is the 
real property tax, known as “the rates,” although it 
is true that some income is collected locally from 
fees, tolls, and publicly owned and operated utilities. 

In spite of the fact that the British National Gov- 
ernment collects the bulk of the taxes, nevertheless 
a large part of the expenditures are made by the local 
authorities, since funds are made available to them 
by the Crown as already stated. In fact, there are 
approximately 15,000 local governmental units, com- 
posed of county councils, town councils, borough 
councils, rural district councils, and parish councils. 
It results from the system thus briefly described that 
the taxes in England are uniform and are adminis- 
tered efficiently and economically in all parts of the 
island, and, on the other hand, expenditures are 
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largely made by local authorities who are thoroughly 
cognizant of local conditions and local needs. No 
one believes, of course, that we can transplant the 
British system in all its aspects to this country, but, 
on the other hand, it is well worth while to consider 
the tax experience and results obtained in that 
country. 

It seems pertinent to this subject of coordination 
of taxation to state certain facts which have a direct 
or indirect bearing on the subject. 


First, it is important to keep in mind the total tax 
burden. For the fiscal year ending June 30, 1934, 
the total revenues of the Federal Government from 
taxes and customs amounted to $2,986,000,000. For 
the same period, it appears that the state and local 
governments received a total revenue of approxi- 
mately $6,400,000,000. The total per capita burden, 
therefore, was slightly over $74. Twenty years pre- 
viously the Federal revenues amounted to only 
$735,000,000, and state and local revenues to roughly 
$2,600,000,000. This gave for 1914 a per capita tax 
burden of only $34. Thus, in twenty years the tax 
load has been increased nearly 120 per cent on each 
man, woman and child. 


Second, in respect to outgo, the Federal expendi- 
tures in 1934 were $7,105,000,000, while state and 
local government expenditures may be estimated at 
approximately $9,300,000,000. This indicates a per 
capita expenditure of $130. In other words, in the 
present situation, where so many emergency expend- 
itures are necessary to aid recovery and to give relief, 
the per capita outgo exceeds the per capita revenue 
by about $56. By way of comparison it might be 
stated that the per capita tax burden in Great Brit- 
ain is about $99 and the per capita expenditure $115, 
so that in that country the tax burden is greater 
but the expenditures less on a per. capita basis. 


Third, the total public debt of National, state and 
local governments amounted to about $46,050,000,000 
on July 1, last. This is a per capita debt of about 
$370. In England the per capita debt is approxi- 
mately $990 In the United States about 16 cents oi 
every tax dollar goes to’the payment of interest on 
the public debt; in England about 33 cents of every 
tax dollar goes to interest charges. 

Fourth, as far as the Federal Government is con- 
cerned, internal revenue receipts are on the increase. 
Total internal revenue receipts for the first seven 
months of this fiscal year are $334,000,000, or 24 per 
cent, above the collections for the corresponding 
seven months of the preceding fiscal year. The 
principal increases are noted in connection with the 
income tax, estate tax, tobacco tax, and liquor tax. 
The only decrease in revenue of any consequence is 
in connection with the stock transfer tax. 

Fifth, instances of duplication of taxation on the 
same objects by the Federal Government and the 
state governments are increasing under the pressure 
for more revenue. In 1932 we found 326 instances 
of double taxation between the Federal and state 
governments. A rough count in the spring of 1934 
shows 883 instances of this nature. The increase in 
duplication is largely due to the imposition of liquor 
taxes and sales taxes by the states. 

(Continued on page 300) 
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The British Income Tax 


By H. ArRNoLp STRANGMAN* 


States appointed a committee to study the 

British system of taxation in general, and the in- 
come tax in particular. This committee spent several 
months in England, and has completed its report. 
Inasmuch as there is a possibility that some of the 
features of the British income tax may be incorpo- 
rated in the United States income tax provisions, 
an article showing how the British Income Tax 
operates is of interest. 


For the benefit of those who are not familiar with 
the British monetary system—twelve 
pence equal one shilling (1/-); 
twenty shillings equal one pound 
(£1). Ninteen shillings and eleven 
pence is written 19/11d; twenty-five 
pounds, eighteen shillings and ten 
pence is written £25-18-10. If the 
British pound is taken as_ being 
equivalent to five dollars, approxi- 
mate comparisons can be made. 

The British income tax year 
begins on April 6th and ends on 
April 5th; e. g., the income tax year 
1933/34 commenced on April 6th, 
1933, and ended on April 5th, 1934. 
The tax is assessed on a statutory 
income based upon the actual in- 
come, less expenses incurred in the 
earning of such income, for the 
preceding year. Allowances claimed, 
however, must be for the current 
year. For example, for the income 
tax year 1933/34, income is reported 
for the year ended April 5, 1933, and 
allowances claimed are for the year 


ended April 5, 1934. 


The “standard” rate of the tax is 4/6d in the 
pound, or 22% per cent.1. The “standard” tax is 
payable one-half on January 1 and one-half on July 
1. Thus for the income tax year 1933/34, the first in- 
stallment was payable on January 1, 1934 and the 
second installment on July 1, 1934. 

Sur-tax is assessed on total incomes in excess of 
£2,000 at rates increasing from 1/- in the pound, 
or 5 per cent on incomes of £2,000 to £2,500, up 
to 7/6d in the pound, or 37% per cent on incomes in 
excess of £50,000. The actual amount of sur-tax 
payable is the total amount of sur-tax computed at 
the various rates, plus 10 per cent. For example, 
assuming an income of £4,000, sur-tax is computed 
as follows :— 


[' 1934 the Treasury Department of the United 


Up to £2000 None 
£2000 to £2500: £ 500@1/- inthe pound £ 25- 0- 0 
£2500 to £3000: £ 500 @1/3d in the pound 31- 5- 0 
£3000 to £4000: £1000@2/- inthe pound 100- 0- 0 
£156- 5- 0 
Plus 10% 15-12- 6 
Total sur-tax payable £171-17- 6 


*Los Angeles, Calif. 





H. ARNOLD STRANGMAN 


Sur-tax is payable in full on January 1; e. g., Sur- 
tax on total income for year ended April 5, 1933 was 
payable in full on January 1, 1935. 

Single persons are exempt from income tax up to 
£100; married persons up to £150. If income is all 
earned, single persons are exempt up to £125; mar- 
ried persons up to £187-10-0. 

Taxable income includes salaries, wages, commis- 
sions, bonuses, overtime, fees, dividends, interest, 
wife’s income, pensions (except for war disability, 
which are exempt), income arising from the owner- 
ship of land, income arising from 
business, trade or profession, etc. 
Income tax paid by an employer 
on the salary of an employee is re- 
garded as additional remuneration 
to such employee, who must in- 
clude the amount of tax paid by his 
employer in his income tax return 
as “income.” Casual profits, such 
as the profit realized on the sale 
of stocks, or a house, etc., are not 
regarded as “income” and are, there- 
fore, exempt from taxation. Ex- 
penses wholly, necessarily, and 
exclusively incurred in the earning 
of income are allowed as deductions 
from income. Traveling expenses 
to and from the taxpayer’s home to 
his normal place of business are not 
allowed. 





Allowances 


The following allowances may be 
claimed by taxpayers when ap- 
plicable, viz. : 

Earned Income Relief —One-fifth 
of the amount of earned income. The maximum of 
this allowance is £300, i. e. one-fifth of earned in- 
come amounting to £1,500. 

Personal Exemption.—For single person, £100; 
and for married persons, £150. An additional al- 
lowance may be claimed of 4/5ths of the earned 
income of wife, the maximum allowance being £45, 
i. e. on earned income of wife amounting to £56-5-0. 

Children.—An allowance of £50 for the first child, 
and £40 each for all other children under 16 years 
of age, or, if over 16 and attending school or college 
full time. This allowance is granted upon the con- 
dition that the income of the child does not exceed 
£50 per annum. 

Housekeeper.—A widower or widow is granted an 
allowance of £50 for a resident housekeeper to care 
for a child, etc. 


Dependent——An allowance of £25 is granted to 
a taxpayer who supports a relative who is in- 


1 Editor’s Note.-—On April 15, since this article was written, Neville 
Chamberlain, Chancellor of the Exchequer, submitted a budget to the 
House of Commons, which substantially reduces taxes of those in the 
lower income scale (£500 and under) by widening the exemptions and 
reducing the initial rate of taxation for the first £135 of taxable in- 
come. or others the reductions are relatively slight. The basic rate 
remains at 4s 6d in the pound, or 22% per cent. 
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capacitated by old age or infirmity from earning a 
living: the dependent’s income must not exceed £50 
per annum. 

Reduced Rate.—This allowance is granted at half 
the standard rate of tax on the first £175 of the 
balance of income remaining after deduction of all 
other allowances except life insurance premiums. 


Life Insurance Premiums.—An allowance at half 
the “standard” rate of the tax, regardless of the 
amount of total income, is granted for premiums 
paid on life insurance policies taken out subsequent 
to June 22nd, 1916, up to an amount not in excess 
of 1/6th of the total income, or 7 per cent of the 
capital amount of the policy payable at death. In 
the case of policies taken out prior to June 22nd, 
1916, the allowance is granted as follows, viz.: 

Total Income 
Not exceeding £1000.. 


£1000 to £2000........ 
Exceeding £2000.... 


The income of taxpayers 65 years of age or over 
is allowed to be regarded as all earned, regardless 
of the source of the income, up to £500. If the 
total income is slightly in excess of £500, the tax 
payable is the regular tax on £500 plus half the 
excess of total income over £500. 





Allowance 
ee. Half the “standard” rate 
sh a oa 3% ths “standard” rate 
ane eee Full “standard” rate 


Income Tax Deducted at the Source 


Income tax at the “standard” rate is deducted from 
dividends by the company paying the dividend, and 
the payee receives only the net amount of the divi- 
dend. The taxpayer, however, must include the 
gross amount of the dividend in his income tax return 
as income. Overpayment of tax may occur, in which 
event the taxpayer may make a claim for refund 
of the amount overpaid, e. g. taxpayer receives 
a net dividend in amount £77-10-0, being gross divi- 
dend of £100, less income tax at 4/6d in the pound, 
£22-10-0. In his income tax return he must include 
the gross amount of the dividend of £100 as income. 
After claiming allowances to which he is entitled, he 
is liable for a total tax of, say, only £15. A claim 
for refund in amount £7-10-0 can be made by this 
taxpayer, as he has already paid a tax, by deduction 
at the source, in amount £22-10-0. 


Property Tax 


This tax is assessed on income arising from the 
ownership of land, which includes houses. The au- 
thorities determine a “gross annual value” for all 
property, based upon the amount of rent that would 
be received if leased to a tenant. A statutory allow- 
ance for repairs is granted as follows, viz.: 


“Gross , 
Annual Value” Allowance for Repairs 
Up to £40...... .... %th of “gross annual value” 
a7 we ae ........ 
£50 to £100 .. Y%th of “gross annual value” 
i ge | £20, plus 1/6th of the excess of £100 


“Gross annual value” less the statutory allowance 
for repairs equals “net annual value.” 

Revaluation is made by the authorities every five 
years. If the “gross annual value” of a house is less 
than the actual amount of rent received by the owner 
from a tenant, subsequent to the last revaluation, 
the owner is assessed only on the “gross annual 
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value” until the next revaluation, but he is not al- 
lowed the statutory allowance for repairs. Property 
unoccupied for any period during the year of assess- 
ment is not liable for the tax during such period; and 
if the tax had been paid, a refund may be claimed. 

If the owner of a house resides therein, he is as- 
sessed on its “net annual value,” which amount he 
must include in his income tax return as “income.” 

Property tax is payable in full on the first of 
January in the year of assessment. The assessment 
is made upon the occupier, who may or may not be 
the owner; and the occupier or tenant is responsible 
for the payment of the tax unless the house has a 
“net annual value” of less than £10, or is leased for 
less than one year. He may deduct the amount of 
property tax paid by him from the next payment 
of rent to the landlord. Arrangements can be made 
with the authorities for the assessment to be made 
upon the owner instead of the tenant or occupier. 
Overpayment of tax may occur, e. g.: A man owns 
a house having a “net annual value” of £60 which 
he leases to a tenant. The tenant pays the prop- 
erty tax in amount £13-10-0, which he deducts from 
rent subsequently paid to the landlord. It develops 
that after claiming allowances to which he is entitled, 
the landlord is liable for a total income tax of 
£7-10-0. He may, therefore, make claim for a refund 


of £6. 


Returns and Assessment Procedure 


Taxpayers must fill in all pertinent data on their 
returns and file same with the Inspector of Taxes 
of the Parish in which they reside, or in which their 
business is situated. There is no provision in the 
return for computation of the tax payable by the 
taxpayer. 

In the fall of the year “Notices of Assessment” 
are sent out by the Assessor. If a notice of assess- 
ment is found to be incorrect, an appeal in writing 
may be made to the Inspector of Taxes within 
twenty-one days, stating the grounds upon which the 
appeal is made, supported by particulars of total in- 
come etc., and in the case of a business, by certified 
accounts. If the additional information proves to be 
adequate, the assessment is amended; if not, with the 
consent of the taxpayer, the matter is referred to 
the Income Tax Commissioners, before whom the 
taxpayer or his agent must appear. The decision 
of the Commissioners is final on a point of fact. 
The alternative to this procedure is to accept the 
assessment and pay the amount demanded. 


Administration of the Tax 


The administration of the Income Tax in Great 
Britain is accomplished with a relatively small 
amount of litigation. Unfortunately this is not the 
case in the United States, where the Federal courts 
and the Board of Tax Appeals are loaded down with 
tax cases involving disputes between taxpayers and 
the Bureau of Internal Revenue. There are prob- 
ably many contributory causes of the smooth ad- 
ministration of the income tax in Great Britain. 
Broadly speaking, the average Englishman has a 
wholesome respect for governmental authority, and 
confidence in the officials responsible for the national 
(Continued on page 304) 
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Meaning of “Conflicting Taxation” 


UE to the fact that the states and the Federal 
D Government alike pass tax legislation with no 

regard for the revenue plans of other juris- 
dictions having authority to impose taxes, the entire 
tax load is unfortunately distributed. An excellent 
illustration of this short-coming is found in the 
death tax practices of the Federal 
Government and the states. (In 
this case some actual progress has 
been made in alleviating conflicts.) 
States superimpose levies upon the 
Federal tax and do so without any 
effort to ascertain the aggregate 
effect. By this practice, the inher- 
itance tax structures become unsys- 
tematic and uncoordinated, and 
involve an unwise distribution of 
the entire death tax burden be- 
tween estates of various sizes. 

An obvious element of “conflict- 
ing taxation” is that technically 
known as “double taxation,” arising, 
for example, from two discriminatory 
levies with the same tax base. It does 
not, of course, include a mere dupli- 
cation of levies involving no discrimi- 
nation. 

A third type of conflict in our 
present tax situation includes un- 
fortunate practices adopted by the 
different jurisdictions, such as un- 
necessary expenses to taxpayers 
from diverse accounting and reporting requirements 
and the inequities and irritations from legal varia- 
tions. Normally, this type of conflict does not in- 
volve discrimination, but it does confound the tax- 
payers because of the diverse procedures followed 
and the cost of ascertaining legal liability for tax. 

Still another type of conflict is that arising from 
the presence of state lines. This comes partly from 
inability of states to tax interstate commerce and 
partly from practical administrative difficulties. 

Finally, dual expenses of administering certain 
taxes imposed by both the Federal Government and 
the states constitute a fiscal drain which may in some 
cases be wholly unjustified. This element of con- 
flict may be regarded partly as a payment for the 
American form of government. However, proper 
allocation of revenue sources and wise coordination 
of tax plans might well eliminate much of the expense. 

These examples include most of the elements of 
tax conflict, but not all. They may, in a sense, be 
regarded simply as illustrations of conflicts arising 
Irom a plan of government which assigns taxing 
jurisdiction to numerous levels, some of which have 
coordinate jurisdiction and are wholly independent 
ot the central government. They certainly serve to 


“Research Director, Interstate Commission on Conflicting Taxation 
and Director (on leave), Bureau of Business Research, University of 
Kentucky. Paper read before the Second Interstate Assembly, March 1, 
1935, Washington, D. C 








Tackling the Conflicts in Taxation 


By JAMEs W. Martin * 
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give some indication of the sort of difficulties gen- 
erally referred to collectively as conflicting taxation. 


I. Factors in All Study of Conflicting Taxation 


Separation of Administrative from Revenue Aspects 

NE approach to the solution of conflicting taxa- 

tion problems is the allocation of certain revenue 
measures to the Federal Govern- 
ment and certain others to the 
states and local subdivisions, a plan 
commonly known as “separation of 
sources.” This device is recognized 
in the Federal Constitution and 
should probably be utilized much 
more fully than the Constitution it- 
self requires. It is not, however, to 
be regarded as the sole solution of 
problems growing out of tax con- 
flicts. 

It is important that problems of 
administration be differentiated in 
some measure from problems of 
revenue distribution. Doubtless, a 
case can be made for Federal ad- 
ministration of certain tax measures 
while little or nothing can be said 
for Federal utilization of the reve- 
nue produced by the same measures. 
For example, it has been vigorously 
argued in certain circles that motor 
fuel taxes should be administered 
by the Federal Government alone. 
Even those who maintain this view- 
point, however, generally insist that the states should 
expend the funds derived from gasoline taxation. 
Here, allocation of the revenues to a jurisdiction 
other than that which can most effectively administer 
the tax arises from the peculiar character of the 
motor fuel tax. In other instances, it may arise 
from no peculiarity of the tax itself but from a fiscal 
situation in which added support for the central 
government is less essential than additional revenues 
for states or their subdivisions. If, for instance, it 
should appear that Federal administration of the 
corporation income tax is the best solution of con- 
flicting corporation taxes, then part of the revenue 
derived from this measure might well be distributed 
to the states on the ground that otherwise they 
would be relinquishing revenues they could not af- 
ford to lose. 

Generally speaking, in all study of conflicting tax 
problems it is desirable to distinguish carefully be- 
tween allocation of administration and allocation of 
revenues, even though in most cases there may be 
no practical necessity for actual separation. Inci- 
dentally, in keeping with this viewpoint, it is highly 
important that techniques for the allocation of cen- 
trally administered taxes to the use of subordinate 
governmental units be more thoroughly studied. 
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Administrative Considerations Always Important 


The most obvious administrative considerations 
associated with conflicting taxation are the cost, the 
measure of efficiency, and the feasibility of reducing 
the irritations to taxpayers. It is undoubtedly true 
at the present time that the Federal Government 
could administer all state, local, and Federal 
motor fuel taxes with little expense above that now 
incurred for collecting the federal tax alone. This 
arrangement, however, would necessitate a uniform 
rate. If rates and particularly exemptions were di- 
verse, the expense to the Bureau of Internal Reve- 
nue would be greatly increased. From the point of 
view of efficiency and of convenience to taxpayers, 
also, central administration would be preferable. On 
the other hand, central administration would tend 
to check experimentation with various administra- 
tive devices and would prevent adaptation of gaso- 
line taxes to local needs. 

It was found, for example, that, under conditions 
existing following the World War, administration 
of state inheritance and estate taxes proved extremely 
difficult and demanded some solution. Precedents 
for solution by allocating the tax exclusively to the 
states were well established. Moreover, there was 
strong sentiment for this procedure. After extended 
study, however, an expert commission largely repre- 
sentative of state viewpoints decided that, for admin- 
istrative reasons, the Federal Government should 
continue to impose an estate tax. The plan was 
adopted practically as recommended. 

It may develop that personal income tax conflicts 
should be alleviated by coordinating Federal and 
state plans rather than by retiring the Federal or 
the state government from this field. Allocation ot 
a part of the revenue to the Federal Government and 
a part to the states, with administration partially 
or wholly duplicated, may prove to be more desir- 
able than administration exclusively by one or the 
other governmental jurisdiction. If this is the case, 
it will probably be necessary to have dual admin- 
istration, as in the case of the death taxes, not only 
to avoid the evils of completely decentralized admin- 
istration, but also because maintenance of adminis- 
trative machinery by each agency contributes to its 
sense of responsibility. 


Constitutional Problems Pervasive 


It is necessary, too, to examine all problems of 
conflicting taxation in the light of the constitutional 
background. Someone has suggested that programs 
for tax reform should be developed originally with- 
out regard to legal considerations, and perhaps this 
is a good rule to follow in studying the possibilities 
of alleviating tax conflicts. Nevertheless, before the 
job is completed, it is essential that the legal possi- 
bilities of any contemplated change be thoroughly 
canvassed. It is in this sense that the legal aspect 
may be said to pervade all problems growing out of 
diversity of taxing jurisdictions. 


Political Issues Invariably Important 


Possibly the most important aspect of investigating 
programs to eliminate tax conflicts is that broadly 
referred to as the political. The term “political” in 
this connection is not used in its narrow sense. It 
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has no reference to party politics. It concerns, 
rather, the feasibility from the viewpoint of public 
acceptance. 


No particularly useful purpose is achieved by the 
development of comprehensive plans which have 
legal, administrative, fiscal, and economic advan- 
tages over available alternatives, if those plans in- 
volve legislation which the public and hence the 
legislative bodies would not accept. It is not im- 
probable that for the time being at least programs 
for Federal administration of numerous taxes are of 
this sort. The states do not look with favor on the 
Federal Government’s monopolizing lucrative sources 
of revenue, even though revenues should be shared. 
For that reason, they are unlikely to accept a plan 
which involves large extension of Federal adminis- 
tration. This is not to say, of course, that this plan 
has no possibilities, but rather that it probably can- 
not be used, at least in the immediate future, as a 
complete solution for difficulties of taxation inhering 
in the multiplicity of governmental units. 

No matter what particular type of study is con- 
templated, therefore, consideration of the attitude of 
the public toward the factors involved is imporant. 
Possibly study of this factor may be excluded from 
purely fiscal, administrative, or legal studies; but 
any comprehensive investigation or examination of 
conflicting taxation to be complete must give a large 
place to the simple question, “Will this or that pro- 
cedure be acceptable to the people?” However, 
public opinion is by no means a static thing; so a 
program need not ordinarily be abandoned solely 
because it is unpopular. 


II. Specific Types of Needed Study 


Techniques for Solving Conflicting Tax Problems 
HE study of procedures whereby the conflicts 
attributable to dual levies and diversified legis- 

lative and administrative policies mav be alleviated 
or eliminated must occupy a large place in the at- 
tack on conflicting taxation. Students of the 
subject have given this aspect of the difficulty, espe- 
cially those phases arising from tax levies by various 
levels of government, a prominent place in their 
discussions. The earliest papers on this subject by 
such eminent authorities as Messrs. Robert Murray 
Haig, Franklin S. Edmonds, Mark Graves, and 
Clarence Heer emphasized this line of attack. In- 
deed some other students have seemed to think that 
this approach is a means of solving the entire gamut 
of conflicting tax problems. 

On the other hand, the leaders in this type of 

study recognize that other approaches than investi- 


-gation of techniques must be employed in order to 


reach a sensible solution to the problem. Some oi 
these approaches may be briefly summarized with 
illustrations as far as possible from the investiga- 
tions already reported. 


Study of Particular Conflicting Taxes 
A second attack on the problems of conflicting 
taxation now facing the United States involves 
weighing each conflicting tax measure in fiscal and 
administrative terms with a view to discovering 
what specific rearrangement is essential to eliminate 
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or alleviate the evils inhering in it. Several vari- 


ations in approach are possible. 


One attack may be made in terms of a particular 
proposed solution indicating the varying possibilities 
of the proposal. For example, an examination of the 
possibilities of Federal administration of general 
sales taxes with or without a sharing of revenues 
constitutes an appropriate application of this tech- 
nique of investigation. Such a study estimates the 
final and administrative consequences of a tax in 
terms of several proposed plans. For example, the 
recent Commission report on Sales Taxes: State v. 
Federal, in addition to the statistical presentation of 
experience, includes a systematic, theoretical exami- 
nation of the proposal. A more complete study 
would, of course, envisage a much larger number of 
plans for rate structures, for relationships with other 
tax measures, and for the scope of application. 


Another possibility of this approach is the com- 
parative study of alternative procedures for solving 
the difficulties of conflict. An investigation com- 
paring the merits of the crediting device and of 
federal administration with the present plan of hand- 
ling the corporation income tax is desirable. Such 
a study might include a canvass of the fiscal experi- 
ence, the theoretical considerations involved, and the 
fiscal and administrative results growing out of each 
possible arrangement in comparison with the exist- 
ing fiscal and administrative situation. By such an 
investigation it would be feasible to observe com- 
paratively the estimated direct consequences of each 
plan. 

In case of either of these two applications of the 
plan of investigating administrative and fiscal con- 
sequences of one particular tax, it would be essential 
to completeness that the influence on the entire fiscal 
situation be estimated. Preferably this should in- 
volve measuring the change effected by each pro- 
posal on the distribution of the entire tax load 
between individual taxes, the distribution of the bur- 
den between different income groups, and, as far as 
possible, the influence of the change on the tax 
situation as it bears on different industries and busi- 
nesses. These two applications of this approach 
obviously do not exhaust the possibilities; they give 
simply two concrete illustrations of situations in 
which this plan of investigation could be utilized. 

A third type of investigation involves the exami- 
nation of the entire gamut of conflicting taxation or 
of a considerable part of the field in terms of one 
particular limiting factor. Perhaps the best example 
of this type of investigation is the study of the legal 
factors in all or a part of the general field of con- 
flicting taxation. One concrete illustration of this 
approach is found in Professor Harding’s Double 
Taxation of Property and Income. This particular 
research examines only one aspect of the legal prob- 
lems, namely, that involving discriminatory double 
taxation. Another type of legal analysis might con- 
cern itself with the constitutional possibilities of va- 
rious plans of integrating tax systems of states with 
localities and states with the Federal Government, 
such as operation of the credit plan in fields tried 
and untried, the legal feasibility of Federal sharing 
of revenues from each of several particular tax meas- 
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ures, and the feasibility under the interstate com- 
merce clause in the Federal Constitution of imposing 
restrictions to avoid discriminatory taxation by con- 
stitutional duplication of tax jurisdictions. 


Complete Revenue Picture Essential 


It is indispensable to any plan for improvement in 
the tax situation that information regarding the dis- 
tribution of the tax load be made available. 


The approach to the study of conflicting taxation 
through the development of a comprehensive reve- 
nue picture is essential in order that any proposed 
reallocation may be weighed in terms of its influence 
on the distribution of tax load (a) between taxes, 
(b) between income groups, and (c) between indus- 
tries and businesses. Plans for the reallocation of 
sources of revenue and for the integration of the 
Federal, state, and local tax systems should be made 
in the light of information disclosed by this type of 
investigation. At the moment, it is perhaps the type 
of study most needed as a background for such 
deliberation as that in which we are engaged in this 
general assembly. 

To present satisfactorily some of the difficulties 
of conflicting taxation, a complete revenue picture 
of the entire country is essential. Data available do 
not render possible an entirely satisfactory revenue 
summary for all states and their subordinate units, 
but some effort in this general direction is desirable. 
The revenue picture will disclose only part of the 
truth unless it is supplemented by information re- 
specting public borrowing and other aspects of fiscal 
policy. If, for example, the state highway system 
of Kentucky has been developed only as current 
revenues are available for the purpose, while the 
state of North Carolina has borrowed millions of 
dollars for highway construction, a direct compari- 
son of revenues for highways in Kentucky with those 
for highway purposes in North Carolina is mislead- 
ing; in the former revenues are raised for road pur- 
poses which in the latter are largely devoted to debt 
service, made necessary of course by highway con- 
struction actually already consummated. But, with 
proper interpretation in terms of fiscal practices re- 
specting borrowing, budgeting, and accounting, it is 
possible to develop, partly on the basis of estimates, 
a revenue picture which will serve a number of pur- 
poses. The first objective of such a revenue picture 
should be to find out the relative and absolute load 
on various types of taxes. 

This differentiation is important partly because 
studies heretofore made have developed evaluations 
of individual types of tax measures. These investi- 
gations have shown in some measure the kind of 
burdens imposed by property taxes, of those imposed 
by sales taxes, and of those imposed by income taxes. 
Only by statistical synthesis can the complete pic- 
ture rendering possible this sort of appraisal be 
drawn. Incidentally, it should be remembered that 
the difficulty of accumulating such statistics has been 
enhanced recently by failure of the Census Bureau 
to continue publication of its Financial Statistics of 
States. 

(Continued on page 302) 

















































































































































































































































































































































































































































































































































HE doctrine of taxation of economic surplus is 

not new. Its genesis is to be found in the clas- 

sical doctrine of rent, and around this developed 
some of the earlier proposals for the taxation of such 
surplus. With the acknowledged presence of sur- 
plus income in the returns of the different factors 
of production, the formerly limited doctrine of taxa- 
tion of the surplus has been extended to include all 
species of distributional income. Such a develop- 
ment of the concept of surplus releases the defense 
of such taxation from any theory of functional dis- 
tribution. It predicates it upon the 
distinction of cost and surplus in the 
payments for the services of the 
factors of production. 

If one is to contemplate the levy 
of a tax upon surplus, then such sur- 
plus must be accurately defined. 
The concept of taxable surplus here 
intended is that part of payment or 
accretion of purchasing power which 
is not necessary either to maintain 
the service of a factor of production, 
or to its necessary or desirable in- 
crease. Thus defined, a surplus is 
not to be classed as “unearned” in- 
come, the test of which is the 
expenditure of an equivalent amount 
of effort. Such surplus income is 
tested by necessity; it is an eco- 
nomic notion, stripped of all ethical 
connotation. Properly to distin- 
guish between a surplus and its 
earned or unearned nature is impor- 


The ‘Taxation of Economic Surplus 
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not adversely affect his incentive to produce nor can 
it possibly affect the incentive of those who suffer loss, 

In arriving at the surplus of an individual which 
may properly be used as a base for taxation, a num- 
ber of difficulties are encountered. There is involved 
the time element as to whether such surplus is per- 
manent or temporary. We must be sure that one ele- 
ment of surplus is not offset by another of loss. The 
effect of price changes and interest changes on an 
apparent surplus may be considerable. One must 
be sure whether the surplus is realized or only poten- 
tial. Perhaps the nature of what 
might have been a surplus has been 
changed because it has been trans- 
ferred, expected, and capitalized. 
The mere enumeration of these diffi- 
culties suggests the importance of 
the method to be employed in the 
taxation of economic surplus. 

Some have suggested the bearing 
of the old diffusionist doctrine on 
the problem. The contention is, 
that no matter upon what base the 
initial tax levy is placed, the final 
burden will rest upon surplus in- 
comes. Theoretical study of the 
principles of shifting, together with 
practical experience with different 
tax levies, are sufficient to cause us 
to give little credence to the claim 
of the diffusionists. 

A second method which has been 
suggested is a system of consump- 
tion taxes arranged in such a way 



























tant; failure to do so has led to 
much confusion in argunent. Nei- 
ther is surplus income necessarily 
a social surplus nor does its existence necessarily 
add to the general welfare of the community as a 
whole. The only fiscally relevant fact is that it is 
an extra payment or income economically unneces- 
sary to provide the desirable service of a given 
factor of production. All sorts of incomes, then, may 
to some extent satisfy this category of economic 
surplus. 


While it is not difficult to show the existence of 
an economic surplus in the various types of in- 
comes, one has still to inquire whether such is a 
proper base for taxation. One is aided here, since 
fiscal theory constructs the taxable base around the 
individual rather than around the social group. It 
is concerned with the gain or loss of the individual, 
and is not concerned with the fortune or misfortune 
of others. While from the social viewpoint a surplus 
may not appear, yet to tax it to the individual does 


* Professor of Economics, University of Illinois. : 
1 Now with the Institute of Social Science, Peiping, China. 
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that the rates vary progressively 
from commodities consumed mainly 
by the poor to those consumed by 
the rich. The assumption is that surplus income 
varies directly with the quality of consumption. 
Such a plan is entirely unworkable because it is im- 
possible to arrange a series of differential rates upon 
commodities or to classify commodities on the basis 
of use by the rich and poor. The regressivity is ap- 
parent, for the proposition of expenditure to income 
by the rich is less than that of the poorer class. This 
does not argue that a special commodity tax may not 
be used to reach surplus income which cannot con- 
veniently be reached by other methods. 


If one assumes that surplus income varies with 
the amount of individual income, then a personal in- 
come tax is all that is necessary to reach this source. 
To be a satisfactory tax, however, many modifica- 
tions must be made. A variable exemption of a fam- 
ily minimum. of subsistence must be allowed. 
Account must also be taken of the origin of the in- 
come, preferably economic sense rather than the 
revenue sense, which is at present generally consid- 
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ered when “earned” incomes are given preferred 
treatment. Thus, in the latter sense, all interest is 
“unearned” whereas economically considered only 
that part of the interest above the minimum rate 
necessary to evoke the capital supply would be so 
regarded. There is the difficulty that, from an 
ethical point of view (but not economic), present 
opinion is unfavorable to the taxation of any capi- 
talized surplus which may thus become “earned.” 
Since original surplus incomes are so widely capital- 
ized, a non-discriminatory income tax is incapable of 
reaching the original surplus. Only when the sur- 
plus accrues to a new investment not yet sold in the 
market is this method adequate. 


The difficulty with a personal income tax suggests 
the levy of specific taxes upon each type of surplus 
as it emerges. The evident advantage is that the 
surplus is tapped at the source before it is distributed 
as income to the individual. While there is no in- 
fallible method of isolating surplus at the origin, yet 
it is possible to approximate a valuation of it, espe- 
cially when it arises from impersonal sources such as 
excess corporate profits, increment value of property, 
inheritance, and many types of chance gains or wind- 
falls. In such cases as wages and interest, where the 
existence of surplus income is inseparably connected 
with the effort of the individual recipient, and with 
his psychological reactions, this method of direct as- 
certainment would fail. Here there is no method 
even approximately to measure the surplus and no 
scheme of allowances would be adequate to take 
care of so many individual differences. 

3y which method, then, shall we attempt to take a 
part of the economic surplus in taxes? The most 
feasible plan seems to be a combination of the last 
two suggested methods, to impose directly specific 
and impersonal taxes upon each type of surplus as it 
emerges at the source and to impose indirectly a per- 
sonal income tax upon those surplus incomes arising 
from individual and psychological causes. In the 
use of the latter, of course, there is the difficulty of 
isolating the surplus from the non-surplus and of 
setting any satisfactory standard to measure the 
excess. The best that can be done is to depend upon 
the assumption that the surplus varies with the 
amount of income. With the provision for some 
necessary adjustments, allowances, and exemptions 
of lower incomes, hard cases may be minimized and 
the criticism of the distributional inequality of this 
method is greatly minimized. 

Concretely, the combination of these two methods 
would require, on the one hand, the imposition of 
such impersonal taxes as those on land value incre- 
ment, capital gains, general property value incre- 
ment, inheritance, gifts, and other chance gains. In 
the use of the corporate excess profit tax, in which 
general valuation is less applicable, the excess-over- 
normal method is the most practicable. A general 
personal income tax, on the other hand, is imposed 
upon the remaining incomes such as interest, wages, 
and possibly profits from private business. It is de- 
batable whether a few consumption taxes might not 
have a place in the taxation of economic surplus. 
Sir Josiah Stamp holds that some indirect taxes are 
serviceable in reaching the surplus element hidden 
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in wage expenditures. “Probably in the spending of 
every wage,” he observes, “there is some part that 
is ineffective and some part that is positively detri- 
mental from the efficiency point of view. If we can 
succeed in pegging a tax at that point, and reduce 
the quantity of the commodity obtained, we may in 
the one case leave efficiency unaffected and in the 
second positively increase it—In short, a wise se- 
lection of commodity taxes searches out the non- 


functional surplus in spending, where an income tax 
cannot.” ? 


Mr. J. A. Hobson holds, however, that although 
a tax on luxuries, comforts and non-essentials may 
be considered as falling upon the surplus element in 
expenditure, in another sense it may not. “This ap- 
parent ability to pay is only due to a wasteful econ- 
omy of actual income.—There is no real surplus in 
these working-class incomes.”? The conclusion 
seems to depend largely upon the elasticity of the 
workers’ demand for these non-essentials. If their 
demand is so inelastic that any increase in price be- 
cause of the tax acts merely to reduce their expendi- 
ture for necessities, such a tax would result in 
harmful effects upon their productive efficiency. It 
is doubtful, however, whether the demand for con- 
ventional necessities is so tenacious as to maintain 
itself in the face of higher prices and consequent re- 
duction in the amount spent for subsistence. 

Granted that consumption taxes should assist in 
taxing the non-functional element of unwise spend- 
ing not conveniently reached by an income tax, they 
should be confined to a small number of non-essen- 
tials and should occupy a very small place in a 
system of taxation of economic surplus. The present 
importance of consumption taxes in national and 
local fiscal systems, touch widely upon essentials, and is 
thus a flagrant violation of the principle of taxing 
surplus income. 


What of the effects of taxation of the surplus? 
It has been on the claim of the beneficial effects, in- 
deed, that this principle has been recommended as 
an ideal tenet of taxation. To attempt to discuss the 
effects of any tax is to enter the most abstruse field 
of fiscal science. The problem is not solved by the 
determination of the final incidence of a tax, for ‘the 
repercussions are wide and obscure, involving direct 
and indirect, intended and unintended, tangible and 
intangible, and immediate and remote consequences. 
If the inquiry be pressed to its logical limit, we 
reach a metaphysical maze, the solution of which 
would prove an impossible task. In our discussion 
of effects, then, we shall limit them to the more ap- 
parent economic effects upon production and distri- 
bution. Furthermore, the discussion must be 
limited to the effects of taxation of surplus in general, 
rather than in any attempt to trace the effects of 
any specific tax. 


If a tax system could be devised so as to fall upon 
nothing but pure surplus income, it is evident that 
there would be no effect upon the desire of the indi- 
vidual either to work, to save, or to undertake risk. 
The burden generally cannot be shifted by the orig- 
inal taxpayer to other shoulders. The tax would 





1Sir Josiah Stamp, The Fundamental Principle in Taxation, p. 74. 
2jJ. A. Hobson, Taxation in the New State, pp. 61-62. 
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have no effect upon the general price level for it 
would fall only upon the excess over the marginal 
cost of production. 

Such taxation may have some, though probably 
small, injurious physical effects upon enterprises. In 
lessening large incomes and reserves which would 
otherwise be available for reinvestment, the rate of 
expansion of old enterprises may be checked. In 
reducing the return from a speculative business it 
may tend to shunt investment from new or risky 
enterprises. The most serious condemnation, from 
the standpoint of physical effects, would be the dim- 
inution of saving or capital accumulation. The 
greater amount of saving is done by the rich and by 
corporate bodies and as a result at a low subjective 
cost. The large element of surplus in such savings 
is of great social utility in its provision of adequate 
capital for social and industrial progress. To adjust 
the tax system to take a larger share of this surplus 
must reduce the amount of savings and slacken the 
pace of economic development. 


It would seem that the beneficial psychological ef- 
fects of taxation of the surplus are offset by unde- 
sirable physical effects in addition to the undesirable 
“distributional” effects of treating equal incomes in 
dissimilar ways. Such, indeed, might be the con- 
clusion if other counteracting influences were not 
considered. Before condemnation of depletion of 
savings, one must know how the revenue thus raised 
is spent. If it is used for the payment of interest on 
foreign loans, it is lost from national savings. If it 
is used for the payment of interest or principal on 
internal loans, made largely by the rich or by cor- 
porate bodies, the transaction results merely in a 
transfer of funds, and savings are not depleted. If 
the funds are spent on capital investment, public sav- 
ings are merely substituted for private. Then atten- 
tion must be given to the ordinary or current 
expenditures. At first it appears that such expendi- 
tures result in an equal reduction in the amount of 
saving. It should be observed, however, that the 
purchasing power thus transferred is ultimately re- 
leased in the commodity market, and in so far as this 
stimulates industry and increases profits it is an aid 
to savings. If the spendings are for schools, social 
insurance, workmen’s compensation, sanitation, pub- 
lic health, etc., there is no denial but the result will 
be for the good of the community. Such expendi- 
tures will ultimately increase the productive effi- 
ciency of the group, and thereby the saving capacity 
of the community. 

On the whole, then, the apparent harmful physical 
effect of such taxation is largely alleviated if it is 
coordinated with a sound plan of social spending. 
There is no inductive evidence to substantiate this 
conclusion, for there has been neither a complete 
system of such taxation nor such a plan of social ex- 
penditure. The nearest approach to a system of 
taxation of the surplus has been national systems 
of taxation of some countries during the post-war 
period. The investigation of the Colwyn Report on 
National Debt and Taxation concludes that the rela- 
tively high British taxation during that period has 
not been “a factor of high importance” in deterring 
enterprise and it “has not, on balance, been so preju- 
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dicial to saving as might a priori be expected from 
the high rates in force and the large yield.® 


In recent years, if there has been apprehension 
concerning capital accumulation, it has been the 
apprehension of over-saving and over-investment. 
The involuntary and automatic nature of a large 
part of national saving by the rich, by corporate 
bodies, and by banking institutions through their 
role of capital formation, has the serious effect of 
creating a disparate proportion between saving and 
consumption. The result is that a large volume of 
saving is invested in new factories and enterprises 
or for extension of existing plants. The temporary 
effect may be a short period of buoyancy marked by 
heavy demand for labor and goods, credit expansion, 
rising prices and general optimism. But when the 
point is reached when the plant capacity turns out 
more goods than can be taken by the purchasing 
power of the community, the market will be glutted, 
prices fall, plants lie idle, labor become unemployed, 
and a period of general depression will prevail. 
When, however, the purchasing power is again able 
to carry off the entire production, likely a depleted 
one, a new equilibrium level will be established. But 
the unchecked automatic saving and overinvestment 
will likely repeat the whole process of business fluc- 
tuation. 


The above cannot be offered as a complete ex- | 


planation of business fluctuations for it has not taken 
account of other factors such as psychological, phy- 
sical, monetary, etc. Recent events, however, seem 
to indicate that over-investment or over-expansion 
of equipment is an important contributing cause of 
our present industrial delirium. If, as has been esti- 
mated, our plant capacity, if continuously and eff- 
ciently operated, is four times the amount of goods 
normally produced, then any considerable lag in con- 
sumers’ purchasing power must necessitate idleness 
for much productive capacity with attendant loss of 
return on the investment therein. 


Under the system of private ownership, the emer- 


gence of a large volume of involuntary private sav- | 
ings cannot be checked. It is conceivable, however, | 
that the possible evils of over-investment might be | 
greatly reduced by state regulation of the direction of | 
private investment. This implies an arbitrary allo- | 
cation of productive resources and the forecasting | 


of social demand. It is doubtful whether the wis- 
dom of any public official can cope satisfactorily 


with such problems. A far better method to restore | 
the balance between saving and consumption, and 


one which does not require such difficult tasks of 
allocation and forecasting, is through taxation of the 
surplus income and the distribution of the revenue to 
the general public through social expenditures. 
Taxation of the surplus, then, may have the effect 


of smoothing out the severity of business fluctuations [ 
to the extent that over-investment or under- fj 


consumption is a cause of such fluctuations. From 
this standpoint it should merit attention at the pres- 


ent time when the disparate proportion between pro- ‘ 
ductive capacity and purchasing power is especially 


acute. 





3 Report on National Debt and Taxation, p. 166-169. 
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In view of such considerations, it is probably safe 
to conclude that the desirable economic effects of 
taxation of the surplus outbalance the harmful con- 
sequences. It is important to remember, in con- 
demning such a plan, that it is not enough to cite 
harmful results of certain specific taxes. Such might 
have encroached upon elements other than a surplus 
and then one must inquire as to the effects of an 
alternative. The principle does not necessarily base 
its justification upon the promotion of positive bene- 
fits or upon results conducive to production, but 
upon the claim that from it result the least repres- 
sive effects. The excess profits tax, for example, 
need not be condemned because it had a deterrent 
effect upon enterprise, for to raise an equal amount 
of revenue by some other method might have re- 
sulted in still more damaging consequences. 

The implications of taxation of economic surplus 
are many, Only a few of which can be indicated. It 
does not imply complete equalization of income, but 
the effect of its adoption would greatly modify our 
present system of distribution. It is generally ac- 
knowledged that income is distributed neither on 
the basis of effort spent nor on the ability to pro- 
duce. The curve of income distribution is every- 
where of unsymmetrical type, skewing to the left, 
which means that a greater number of people are 
massed near the lower end of the income scale. This 
may be explained partly by the heterogeneous char- 
acter of the ability represented, but it may be largely 
due to the fact that income distribution is not de- 
termined by ability alone, but by the unequal owner- 
ship of property, inheritance, special privilege, etc. 

Public appropriation of surplus income, or a part 
of it, implies the leveling of incomes. Effort should 
be rewarded on the basis of ability and the amount 
to be received before the appearance of a surplus is 
that necessary to evoke one’s effort. Different indi- 
viduals, however, may need different amounts of 
income to stimulate them to offer the same amount 
of effort. It is impossible for fiscal authorities to 
inquire into individual psychology. Herein lies one 
limit of the plan of taxation under consideration. It 
can never do justice to all. The state must fix an 
arbitrary rate of return for all individuals as the 
proper allowance for wages, interest and profits. It 
is the injection of an authoritative element into the 
present scheme of distribution. 

To rely upon surplus as an important source of 
revenue means a large involuntary transference of 
income from the rich to the poor. Those who up- 
hold the justice of the present method of distribu- 
tion of wealth will look with alarm upon this form 
of taxation. Just now this group would not be as 
large as in previous years. A mass of evidence indi- 
cates that the present system of distribution is not 
an ideal one and that some transference from invest- 
ment in productive capital to investment in the poor 
is likely to promote the productive efficiency of the 
nation as a whole. But such transference cannot be 
left to voluntary action on the part of the rich. The 
fact that there is no guarantee of return from invest- 
ment in the worker has placed him at a disadvantage 
when possibilities for investment are sought. It be- 
comes necessary, therefore, for the state to intervene 
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—to effect a compulsory transference and invest the 
revenue in the poor through the provision for educa- 
tion, training, health service, etc., with the sole pur- 
pose of improving their industrial efficiency. 

The commendable effects of the transference of re- 
sources depend entirely upon the way in which the 
revenue is spent. From this point of view, taxation 
of the surplus, viewed as a principle of economy, 
strongly emphasizes the need of a coordinated treat- 
ment of revenue and expenditure. If it is reasonably 
sure that investments in the poor yield in the end 
a return higher than that of investment in material 
capital; if, in other words, such transference will in- 
crease the national welfare, there is no reason why 
such a method of taxation should not be deliberately 
used as a means to such an end, provided no better 
alternative can be found. 


The view of taxation, still held by some, which 
allows the consideration of no purpose except to pro- 
duce revenue, is a legal fiction ill-adapted to modern 
facts. How is it possible to levy a tax which will 
have no other effect than to produce revenue? Since 
it is impossible, it is both economically and politi- 
cally wise to take any possible effects into considera- 
tion. The view that taxation should not be 
deliberately used to change the existing system of 
distribution is either consciously or unconsciously 
grounded in the belief that the present system of 
distribution is just or that the function of the state 
should be limited to holding the existing balance. 
Such argument on the ground of equity gets us no 
where and gives us no definite guidance to practical 
policy. If taxation of surplus be considered an eco- 
nomic principle with its sole purpose to attain maxi- 
mum social welfare, then its use is legitimate 
whenever there is no better means to achieve the 
same purpose. Thus considered, taxation of the sur- 
plus implies a dynamic, as against a static, view of 
taxation. 


The economic principle of such taxation, more- 
over, implies a special kind of taxable ability. Tax- 
able ability, as ordinarily conceived, depends upon a 
quantitative test, that is, upon the amount of money 
income or the value of property an individual pos- 
sesses. The special ability in surplus income, on the 
other hand, depends upon a functional or qualitative 
test. It is not concerned with the amount of in- 
come, but it does inquire into the origin of income 
and the function which it serves. The failure to 
note this qualitative aspect of income has led some 
writers to discredit the accepted notion of ability 
and to return to the worn-out principle of benefit. 
This is unnecessary. The ability principle may still 
be retained if it is interpreted in the light of the idea 
of surplus which allows discrimination on the basis 
of quality irrespective of the total income which a 
person may possess. 

Expediency and ignorance have in the past been 
the cause of the adoption of what seem to many to be 
“Just” forms of taxation, yet which ultimately prove 
to be injurious. It is only upon a clear realization 
that the problem of taxation is primarily economic, 
and only secondarily ethical or political, that our tax 
system may be recast along more scientific lines. 

(Continued on page 304) 



























































































































































































































































































































































































































































































































































































































































































































































































































Surtaxes on ‘‘Personal Holding Companies’ 
and ‘Corporations Improperly 


Accumulating Surplus’ 


HE constantly increasing spread between the 
corporation income tax rate and the individual 
surtax rates is again bringing into prominence 

the difference between the tax cost of a business 

conducted as a proprietorship or partnership and 
the corporate form. With differences in rates exist- 
ing, it is only natural that attempts will be made to 
minimize taxes where the corporate form accom- 

plishes this. The principle that the corporation is a 

distinct legal entity separate from 

the stockholder owners and is to be 
so recognized except where the cor- 

porate form is used to carry out a 

fraud is gradually being broken 

down. Recent decisions of the 
3oard of Tax Appeals and the 
courts seem to indicate that the cor- 
porate entity is to be disregarded 
also where it results in tax savings. 

The definition in the Revenue 

Act of 1934 of a “personal holding 

company,” and subjecting them to 

a surtax unless the stockholders re- 

port their distributive shares of the 

corporation’s “adjusted net income” 
is a direct attempt to eliminate 
some of the disparity between indi- 
vidual and corporation income tax 
rates. It is only to be expected that 
if the total tax on the distributive 
shares of the individual stockhold- 
ers is less than the surtax to the 
corporation, then the election to 
report the corporation earnings by 
the stockholders will naturally fol- 
low; but if this would result in a tax in excess of 
what the corporation will pay, then the corporation 
will pay the tax. It is evident that this section of 
the law recognizes possible tax savings which may 
result if the tax is computed at the corporation rate 
as compared with the tax upon such earnings if they 

would be taxed to the stockholders, and seeks a 

method whereby there will be an inclination of the 

corporation to have its stockholders report the cor- 
poration’s earnings. 


The recent vigorous campaign of the Treasury 
Department in asserting Section 104 of the Revenue 
Act of 1932 against corporations “formed or availed 
of for the purpose of evasion of surtax,” with the 
re-enactment of this section as Section 102 of the 
Revenue Act of 1934 with graduated excess profits 
tax rates, make this section of extreme importance 
to almost every corporation. Strictly speaking, every 
corporation having stockholders whose income is 


* Certified Public Accountant, St, Louis; assistant professor in School 
of Commerce and Finance, St. Louis University, and director of Depart- 
ment of Accounting. 
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such as to bring them within the surtax income, is 
a party to evasion of surtaxes upon any profits not 
distributed by the corporation. Giving the stock- 
holders of the corporation the right to report as a 
dividend their undistributed interest in the adjusted 
income of the corporation, without the formality of a 
dividend declaration, disregards the separate corpo- 
rate entity and the legal point that the stockholders have 
no claim upon the earnings until declared as a dividend. 

Corporations are created by the 
several states and are entitled to 
equal protection under the law. It 
will be interesting to study the ef- 
fect of the present legislation as re- 
flected in Sections 102 and 351 of 
the Revenue Act of 1934 upon cor- 
porations with the same rights 
granted them by the State being 
subjected to different amounts of 
Federal tax upon income, depend- 
ent not upon the amount of income 
but upon the sources of such in- 
come, the number of stockholders 
and their blood relationship to each 
other. 

It is the purpose of this article to 
bring out the effects of the applica- 
tion of Sections 351 and 102 upon 
corporations subject to such sections. 

Section 351 of the Revenue Act 
of 1934 imposes a surtax upon the 
“undistributed adjusted net income” 
of every personal holding company 
at the following rates: 30 per cent 
of the amount thereof not in excess 
of $100,000 plus 40 per cent of the amount thereof 
in excess of $100,000. 


Section (b) defines the personal holding company 
as any corporation, “except certain exempted corpo- 
rations,” if: 

(a) at least 80 per cent of its gross income is de- 
rived from royalties, dividends, interest, annuities, 
gains from sale of stock or securities (regular deal- 
ers exempted). 


(b) “at any time during the last half of the tax- 
able year more than 50 per cent in value of its out- 


standing stock is owned directly or indirectly by or 
for not more than five individuals.” 





From a personal holding company classification 
there are exempted: 


(1) Corporations exempted from taxation under 
Section 101 (business leagues, civic organizations, 
mutual companies, etc.) ; 


(2) Bank or trust company incorporated under 
the laws of the United States or any state or terri- 
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tory a substantial part of whose business is receiving 
deposits ; 

(3) Life insurance companies ; 

(4) Surety companies. 

For the purpose of determining the ownership of 
stock in a personal holding company it is prescribed 
that— 

(1) “Stock owned directly or indirectly by a cor- 
poration, partnership, estate or trust shall be 
considered as being owned proportionately by its 
shareholders, partners or beneficiaries” ; 

(2) An individual shall be considered as owning, 
to the exclusion of any other individual, the stock 
owned, directly or indirectly, by his family. 

In determining the amount of stock owned by his 
family the rule shall be applied in such manner as 
to produce the smallest possible number of individ- 
uals owning, directly or indirectly, more than 50 per 
cent of the value of the outstanding stock. It is 


also provided that the “family of an individual shall’ 


include only his brothers and sisters (whether by the 
whole or half blood) spouse, ancestors and lineal 
descendants.” 


The undistributed “adjusted net income” of “per- 
sonal holding companies” is determined by the fol- 
lowing formula: 

1. Determine adjusted net income, which consists of: 

Net income without the allowance of the dividend 

deduction otherwise allowable; viz.—dividends 

received from domestic corporations which are 
deductible under Section 23(p) : 

Deduct: (a) Federal income, war profits and 
excess profits taxes paid or accrued, but 
not including the tax imposed by this Sec- 
tion (351) ; 

(b) Contributions or gifts not otherwise al- 
lowed as a deduction to or for the use of 
donees described in Section 23(0) for the 
purposes therein specified ; 

(c) Losses from sales or exchanges of capital 
assets which are disallowed as a deduc- 
tion under Section 117(d). 

The remaining amount represents the “adjusted 
net income.” 

2. From this amount there is deducted: 

(a) 20 per cent of the excess of the “adjusted net 
income” over the amount of dividends received 
from personal holding companies which are 
allowable as deductions for the purpose of the 
tax imposed in Section 13 or Section 204; 

(b) Amounts used or set aside to retire indebted- 
ness incurred prior to January 1, 1934 if-such 
amounts are reasonable with reference to the 
size and terms of such indebtedness; 

(c) Dividends paid during the taxable year. 

Any balance would be the amount subject to surtax. 


It is significant to note that Section 102 (“Surtax 
on corporations improperly accumulating surplus”) 
has been enacted in lieu of Section 104 of the Reve- 
nue Act of 1932 covering “Accumulation of surplus 
to evade internal revenue taxes.” Section 102 of the 
Revenue Act of 1934 provides for the imposition of 
a surtax if a corporation “however created or organ- 
ized, is formed or availed of for the purpose of pre- 
venting the imposition of the surtax upon its 
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shareholders or the shareholders of any other corpo- 
ration, through the medium of permitting gains and 
profits to accumulate instead of being divided or 
distributed.” It also provides: “The fact that any 
corporation is a mere holding or investment com- 
pany, or that the gains or profits are permitted to 
accumulate beyond the reasonable needs of the busi- 
ness, shall be prima facie evidence of a purpose to 
avoid surtax.” It is interesting to note the differ- 
ences in the surtax rates in Sections 102 and 351. 


Section Section 
102 351 
On the amount of the “adjusted net income” 
not in excess of $100,000.00 
On the amount of the “adjusted net income” 


in excess of $100,000.00 


Adjusted Net Income 


ECTION 102 defines “adjusted net income” as 

the “net income computed without the allow- 
ance of the dividend deduction otherwise allowable, 
but diminished by the amount of the dividend paid 
during the taxable year.” 


Exhibit “A” (see p. 276) provides a comparison 
of the formula for determining “adjusted net in- 
come” of personal holding companies under Section 
351 and for corporations other than “personal hold- 
ing companies” under Section 102. This Exhibit 
shows that the “personal holding company” is en- 
titled to deduct dividends paid during the taxable 
year just as corporations under Section 102, and in 
addition would be allowed deductions for Federal 
income, war profits and excess profits taxes, contri- 
butions or gifts, and losses from sales and exchanges 
disallowed; also that net income would be further 
adjusted by allowing a 20 per cent credit and reason- 
able amounts set aside to be used to retire indebted- 
ness incurred prior to January 1, 1934. 


It would seem that cases will arise where there 
will be a question to determine under what section 
a corporation would be taxed. As an illustration, a 
holding or investment company (considered under 
Section 102 to be prima facie evidence of a purpose 
to avoid surtaxes) could be owned “by not more than 
five individuals, owning directly or indirectly during 
the last half of the taxable year, more than 50 per 
cent in value of its outstanding stock” and also have 
the condition present that at least 80 per cent of its 
gross income is derived from royalties, dividends, 
interest, annuities, and gains from the sale of stock 
or securities. The decision may rest upon the num- 
ber of stockholders determined under the principles 
laid down in (E) of Paragraph (b) of Section 351. 

Since Section 351 defines a “personal holding com- 
pany” as “any corporation,” an “investment com- 
pany” could be held to be subject to Section 351 if 
the requirements specified in this section were met, 
and that if the corporation did not come within the 
definition of a “personal holding company,” then the 
corporation would come within the provisions of 
Section 102. 

It is also possible for a corporation to be taxed 
in one year under Section 351 and the succeeding 
taxable year under Section 102. 

Both sections (351 and 102) under paragraph (d), 
waive the imposition of the tax “if all the share- 
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FORMULA FOR DETERMINING “ADJUSTED NET INCOME” 
OF “PERSONAL HOLDING COMPANIES” AND BASIS OF 
COMPUTATION OF SURTAX UNDER SECTION 351 


Net income computed for income tax..... 


Add: 
Dividend deduction allowed on account of dividends 
from domestic corporations.................. 
Interest on obligations of the United States and cor- 
one tong which are instrumentalities of the Laoag 
tates which interest is not exempt from surtaxes. 






Deduct: 
(1) Federal income, war profits and excess profits 
taxes paid or accrued, but not including the tax 

eee ee OE Ee eee 

(2) Contributions or gifts not otherwise allowed as a 
deduction for the use of donees described in 
ITI hr la svg eMirtr sig Stes is ee mentee wa 

(3) Losses from sales or exchanges of capital assets 
which are disallowed by Section 117(d)....... 

(4) Deduction of foreign tax credit allowed under 
Section 131 


Total deductions 


Adjusted net income 
Credits: 

From ‘Adjusted net income”........... 

Deduct—Dividends received from per- 

sonal holding companies which are 

allowable as a deduction for the 

purposes of the tax imposed by Sec- 

tion 13 or 204 


I ei eke weit aas: - “iteontatgeaate 
ee re ree 
(2) Amounts used or set aside to retire indebtedness 
incurred prior to January 1, 1934, if such 
amounts are reasonable with reference to the size 
and terms of such indebtedness............... 
(3) Dividends paid during the taxable year.......... 


Total credits 


Net amount subject to surtax 


Rates 
To $100,000.00 @ 30%............. 


Above $100,000.00 @ 40%.......... 


ONE AE hea aeeivenuwiasseens 


holders of the corporation include (at the time of 
filing their returns) in their gross income their entire 
pro rata shares, whether distributed or not, of the 
‘adjusted net income’ of the corporation for such 
year. Any amount so included in the gross income 
of a shareholder shall be treated as a dividend re- 
ceived.” Thus the corporation and its shareholders 
have two and one-half months to determine whether 
the stockholders will report their pro rata shares or 
if the corporation will pay a surtax. 

Where more than five stockholders own more than 
50 per cent of the stock, or five stockholders own 49 
per cent of the stock, or 79 per cent of the income is 
received from royalties, dividends, interest, annui- 
ties and stock gains, Section 351 would not apply, 
but Section 102 may apply. 

Reference to Exhibit “A” will show further that 
under Section 102 the only deduction allowed in the 
computation of “adjusted net income” is the amount 
of dividends paid during the taxable year. This indi- 
cates that if a dividend is declared but not paid it 
would not be allowed as a deduction although in de- 
termining if a corporation is subject to Section 102, 
Article 543 of Regulations 77 provides: 

Distributions made by a corporation shortly after the 
close of its taxable year shall be taken into consideration 


in determining the reasonableness of the amount of earn- 
ings or profits accumulated by the corporation. 
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Exhibit “A” 
FORMULA FOR DETERMINING “ADJUSTED NET INCOME” 


Net income computed for income tax 
Add: 
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OF CORPORATIONS OTHER THAN “PERSONAL HOLDING 
COMPANIES” IF FORMED OR AVAILED OF FOR PRE. 
VENTING THE IMPOSITION OF THE SURTAX UPON 
ITS STOCKHOLDERS—SECTION 102 





Dividend deduction allowed on amount of dividends 
eee 
Interest on obligations of the United States and cor- 
orations which are instrumentalities of the United 
States which interest is not exempt from surtaxes.. 


Deduct: : 
Dividends paid during the taxable year 


Adjusted net income 


Tk ee eae eee 
Rates 
To $100,000.00 @ 25%............. 
Above $100,000.00 @ 35%...:...... 


PINS, hss, cs Si ossiovicpesbrend aoa sttens 





No similar provision is made in Regulations 86. 


“Net income” as that term is used in Section 351 
and Section 102 means the “gross income” computed 
under Section 22 less “deductions” allowed in Sec- 
tion 23 less “credit” provided in Section 26. 


It would therefore seem that if the corporation 
were subject to Section 102 the stockholders would 
have to include in their own personal returns their 
entire pro rata shares of the “adjusted net income,” 
and this adjusted net income would be before making 
provision for deductions for Federal taxes, contri- 
butions and losses disallowed. In this connection, it 
is to be noted that Section 104 of the Revenue Act of 
1932 (superseded by Section 102 of the Revenue Act 
of 1934) requires the stockholders to return only 
their distributive shares of the net income of the 
corporation for such year, plus dividends and inter- 
est on United States obligations partially exempt. 


The inclusion in the personal tax return of the pro 
rata share of the “adjusted net income” is inequi- 
table. In the case of “personal holding companies,” 
the “adjusted net income” at least takes into consid- 
eration some items which are necessarily deducted 
in determining the corporation’s net income, although 
they may not be deductible for the determination of 
taxable income. If in the administration of Section 
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102, stockholders of a corporation would be required Reconciliation of Net Income—Exhibit B 
fE” > te in thei son ‘ ivi ‘ ‘4 > . “1: 
pr DD fake opin their personal returns as dividends TXHIBIT “BY” “Schedule Showing Reconcile: 
chal ax a in Section 102, this all amount tion of the Net Income Per the Tax Return, 
mage stockholders bein taxed on the unall able Income Per Books and “Adjusted Net Income’ Un- 
i: . saci. wi as ae one Stated “a san : der Sections 351 and 102,” considers two corpora- 
— eine seciuidie or sical "ge a ' < tions having identical taxable net income, namely, 
jon ths passa patna ee age: : i i. fa Sega $500,000.00, after deducting $100,000.00 of dividends 
ae et a 1 ** : bi edhe : vers a on stock of domestic corporations. This schedule 
ot I bl : ™ t ong pec 2 pegs Pea _ shows the deductions to which “personal holding 
erg ; oe 35 _— nee ae first $100 000 aie ead companies” would be entitled under Section 351 and 
i _ vig 4 vag i wo i oa d tig te those deductions to which “holding” or “investment 
> 100.000 00. ee Se ee Se companies” under Section 102 would be entitled. 
=s aay ; ” Exhibit “B” also shows the extent of the items 
_ The foregoing discussion serves to illustrate the which a “holding company” under Section 102 
inequities which may result if this section is admin- would be required to expend in the ordinary course 
istered literally. It would seem that the maximum of business, but which for tax purposes are unallow- 
requirement should be to have the stockholders take able deductions, and which would be subject to the 
up in their individual returns, as dividends, the actual surtaxes. 
net TEENS of the corporation as shown by the cor- The tax imposed by these sections is a “surtax,” 
; poration’s books. and there would be subject to tax, the interest from 
It is conceivable that a corporation could be held partially tax-exempt securities. This point is em- 
to be a “personal holding company” and not be sub- phasized in the report of the Senate Finance Com- 
ject to any excess profits tax because of the deduc- mittee, which states as to this item: 
tions allowed from “adjusted net income” of— A surtax is imposed to remove any doubt of the right of 
(1) Dividends received from a “personal holding peng to — in the income a “ the eta 
. mpany” Irom partia y tax-exempt securities e Acts author- 
- ) izing the issue of such securities exempt the interest there- 
(2) 20 per cent allowance from from all income taxation, except surtaxes and excess 
i as and war profits taxes. This section as rewritten by your 
(3) Amounts used to retire indebtedness. committee makes it clear that this tax is a surtax of grad- 
Section 102 of the Revenue Act of 1934 makes uated rates which can be imposed upon such interest. 
10 mention of any specific allowance of earnings to , a 
— oe Mi ae | Computation of Surtaxes—Exhibit C 
be retained, nor for “amounts used to retire indebt- 
. . . “cc > 
— edness.” But Article 102-3 of Regulations 86 seem- XHIBIT “C,” (see p. 278) has been prepared 
ingly allows for debt retirement. It would be more showing the computation of surtaxes under 
satisfactory, however, if specific provision therefor Sections 351 and 102 of the Revenue Act of 1934. 
were made in the Act. This exhibit is based upon the “adjusted net income” 
Exhibit “B” 
SCHEDULE SHOWING RECONCILIATION OF NET INCOME PER TAX RETURN, INCOME PER BOOKS AND “ADJUSTED NET 
INCOME” UNDER SECTIONS 351 AND 102 
351 It 
sd “se : Basis of Surtax—————, 
utec Tax Corporation Under Under 
Sec- Return Income Section 351 Section 102 
ie 26 Beet FRCOMG SA WEF CO TORBEN ooieisioic sec cecedic ween enseees $500,000.00 $500,000.00 $500,000.00 
Non-Taxable Income i aoe ae 
‘ L-2a Interest on obligations of a State Territory or Political Subdivision 
1t10Nn WERE anit arereseiecace tain ns «cstareraipies ara) apr ate ici stepatoeicin psio)nie/s sieeve! e Ore : pe re 
b_ Interest on obligations of instrumentalities of the United States ....... SR Go aconeemes “~~ « gouiey 
ould c Interest on obligations of the United States...................-..005- 3,000.00 Part May 
al Be 2,800.00 2,800.00 
their d Dividends deductible under Section 23(p) of the Revenue Act of 1934. 100,000.00 100,000.00 100,000.00 
me.” e Proceeds of life insurance policies paid upon death of insured ......... 50,000.00 Mceeaseecere «-«-_—Sé«y, CESS 
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nter- e Furniture and fixtures, additions or betterments treated as expenses on ; 
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- f Replacements and renewals Ree ar eR nee ne eM eRe: Aare Not considered 
TO g Life i insurance premiums paid where corporation is directly or indirectly 
ef} ; OEE AES EE Te Ce AGE ea res ER Re ot ee ee Ce OS eee eee | ete 
equl- h Interest on indebtedness incurred or continued to purchase or carry 
: ” obligations or securities the interest upon which is wholly exempt " : 
11€S, PE EE RE Tre en 5 Niems OAaLi Be yt Koy re IR ESA Not considered 
sid- & i Additions to reserve for bad debts not included in Item 21............ Not considered 
ash j Additions to reserve for contingencies. ...... 1... 2... sees eee eee eee Not considered 
ucted + k Other unallowable deductions—Losses disallowed Section 117(d) eee 40,000.00 i) re 
ough Total Uinalinwathe PieMeORG oe 65.55 6 oie cote Rois Htiausa see wies'n eas os $128,000.00 $ 97,000.00 . ee 
on ol $540,000.00 
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Exhibit “C” 
COMPUTATION OF SURTAX UNDER SECTIONS 351 AND 102 “INCOME TAX ACT OF 1934” 





“‘Adjusted Net Income” 
Credits: 
Dividends received from personal holding companies 


“S22 i re 


20% allowance exempt 


Amount of debt retired during the year—$200,000.00 (Incurred prior 
to ne! sap 1, 1934) 
Dividends paid 


Net amount subject to surtax 


Computation of tax: 
100,000.00 ... 
Over $100,000. 00 


as shown in Exhibit “B,” making adjustments for 
“personal holding companies” for the amounts al- 
lowed in Section 351. This exhibit emphasizes the 
extent to which “personal holding companies” would 
benefit by reason of these deductions, especially that 
deduction allowed “personal holding companies” for 
amounts of debts retired or amounts set aside to re- 
tire indebtedness incurred prior to January 1, 1934. 

This exhibit is based on the assumption shown in 
Exhibit “B,” namely, two corporations whose income 
per books amounts to $540,000.00, one of which 
would be taxable under Section 351 and the other 
under Section 102. The differences between these 
two corporations which would make the two sections 
applicable are as follows: 


Ist 2nd 
Corporation Corporation 
Under Under 
Section Section 
351 102 
1. Amount of gross income de- 
rived from royalties, dividends, 
interest, annuities, gains on sale 
of stock or securities .... 80% 79% or less 


N 


Number of stockholders ow ning 
more than 50% in value of the 
outstanding stock .......... . 6 
3. Amount of stock owned by these 
individuals . 


or more 


50% 


A variation in any one of the three factors would 
take a corporation out of the “personal holding cor- 
poration” classification. 


49% or more 


“99 


Considering these facts, Exhibit “C” shows that 
a “personal holding company’s” tax would be 
$47,856.00, whereas the ordinary holding company 
would be taxed $200,980.00. The difference in these 
taxes indicates the advantage accruing to the “per- 
sonal holding company.” This is further emphasized 
when it is considered that if Section 104 of the Reve- 
nue Act of 1932 would have been applicable against 
the “personal holding company” the tax on $500,000.00 
of net income would have been 50 per cent of 
$602.800.00 or $301,400.00. Under the Revenue Act 
of 1934 the tax against similar corporations would 
have been $200,980.00. 

These comparisons are especially interesting when 
one considers the reasons for the enactment of Sec- 
tion 351 as stated in the Ways and Means Committee 
report. 


on of 


Under 
Section 351 


$505,800.00 
75,000.00 


$430,800.00 
86,160.00 


$344,640.00 


200,000.00 
None 


$144,640.00 


Under 
Section 102 


$602,800.00 


$602,800.00 


None allowed 
None 


$602,800.00 











0% of $100,000.00 


$ 25,000.00 
44,640.00 


175,980.00 
$200,980.00 


$ 30,000.00 25% of $100,000.00 
17,856.00 35% of 502,800.00 


$ 47,856.00 


Perhaps the most prevalent form of tax avoidance prac- 
ticed by individuals with large incomes is the scheme of 
the “incorporated pocketbook.” That is, an individual 
forms a corporation and exchanges for its stock his per- 
sonal holdings in stocks, bonds, or other income-producing 
property. By this means the income from the property 
pays corporation tax, but no surtax is paid by the individual 
if the income is not distributed. 


For instance, suppose a man has $1,000,000 annual income 
from taxable bonds. His tax under existing law (1932 
Act) will be $571,100.00. However, if he forms a holding 
company to take title to the bonds and to receive the in- 
come therefrom, the only tax paid will be a corporate tax 
of $137,500 as long as there is no distribution of dividends. 
Thus a tax saving of $433,600 has been effected. 


It is true that section 104 of the existing income-tax law 
puts a 50 per cent penalty on this accumulation of profits 
to avoid surtaxes, but, nevertheless, there seems no doubt 
that this form of avoidance is still practiced to a large ex- 
tent. By making partial distribution of profits and by 
showing some need for the accumulation of the remaining 
profits, the taxpayer makes it difficult to prove a purpose 
to avoid taxes. 


The Senate Finance Committee makes this com- 
ment: 


While agreeing with the general method proposed in the 
House bill to remedy this situation, it is believed that sec- 
tion 102 of the House bill dealing with personal holding 
companies imposes a heavy penalty on many companies 
which do not properly fall into the classification of the 
“incorporated pocketbook.” 

In view of this situation, your committee has rewritten 
the section dealing with personal holding companies and 
has placed it in title TA, section 351, and it has been made 
plain that this is an additional graduated income tax, or 
surtax, on personal holding companies. 


The omission of the item of “rent” from the in- 
come of a “personal holding company” to be included 
in the 80 per cent of the gross income for the tax- 
able year is explained by the Senate Finance Com- 


mittee as follows: 


* * * The House bill includes in the income within 


the 80 per cent clause income from “rents.” A great part 
of real estate business is done by small family corporations. 
These partake more of the nature of operating companies 
than mere holding companies. Your committee is of the 
opinion that it is unwise to include such companies within 
the category of personal holding companies. Therefore, 
the word “rents” is omitted from the definition. 


The allowance of a deduction of a reasonable 
amount to retire indebtedness incurred prior to Jan- 
uary 1, 1934 is the subject of the following comment 
by the Finance Committee. 
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Considerable hardship has been avoided by permitting 
the deduction from the adjusted net income of a reason- 
able amount used or set aside to retire indebtedness in- 
curred prior to January 1, 1934. This will substantially and 
properly relieve personally owned corporations which have 
outstanding bonds or other indebtedness that must be met 
from current earnings before distribution can be made. 

The manner in which “personal holding compa- 
nies” can escape the tax is indicated in the follow- 
ing paragraph of the Finance Committee report: 

Many will consider the surtax imposed on these personal 
holding companies a harsh measure. However, a corpora- 
tion which falls within this section because of the nature 
of its business and the number of its stockholders can 
always escape this tax by distributing to its stockholders 
at least 90 per cent of its adjusted net income. The stock- 
holder will, of course, be subject to the graduated sur- 
taxes upon such distributions. Thus, the section should 
work no real hardship upon any corporation except one 
which is being used to reduce surtaxes upon its shareholders. 

The effect of this system is to provide for a tax which 
will be automatically levied upon the holding company 
without any necessity for proving a purpose of avoiding 
surtaxes. It is believed that the majority of these corpo- 
rations are in fact formed for the sole purpose of avoiding 
the imposition of the surtax upon the stockholders. 

The fact that some companies, such as real estate com- 
panies, have been placed outside the scope of this provi- 
sion does not result in a serious opportunity for tax avoidance. 
Such companies, and, in fact, all other corporations, are 
still subject to section 102 of the bill. That section is 
similar to section 104 of the existing law and applies a sur- 
tax to any corporation formed or availed of for the purpose 
of preventing imposition of surtaxes upon its shareholders. 

The Conference Committee in referring to Section 
351 states: “The Senate amendment provides for a 
separate return for the purposes of this surtax on 
personal holding companies. All provisions of law 
in respect of the taxes imposed by Title I are appli- 
cable to this return, except that the foreign-tax 
credit imposed by section 131 is not allowed. How- 
ever, the deduction of foreign taxes under section 
23(c) is permitted for the purposes of the surtax 
even if for the purposes of the corporate tax imposed 
by title I a credit for such taxes is taken.” 

On December 21, 1934 the Treasury Department 
issued T. D. 4503 outlining the regulations relating 
to the surtax on personal holding companies im- 
posed by section 351 of the Revenue Act of 1934.2 
Article 1 provides that the surtax applies against all 
personal holding companies regardless of whether 
or not they were formed or availed of to accumulate 
gains or profits for the purpcse of avoiding surtaxes 
upon shareholders; also that the corporations thus 
classified are exempt from surtax on corporations im- 
properly accumulating surplus imposed by section 102. 

Article 2 deals with the classifications of holding 
companies and sets down the general test that “it 
is the nature of the gross income and the ownership 
of the outstanding Stock which determine the classi- 
fication as a personal holding company, and the 
several conditions with respect to both must be 
satisfied for a corporation to come within the classi- 
fication.” The article states “gross income for pur- 
poses of section 351 means the gross income as 
computed under sections 22, (Gross Income) 204 (In- 
surance Companies) and 231 (Foreign Corporations) 
and the regulations thereunder for the purpose of 
the taxes imposed by Title I.” Accordingly, items 
excluded from gross income under Title I are not to 


1 These regulations Have been embodied in Regulations 86 as articles 
351-1-351-9, inclusive. 
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be included in determining gross income under sec- 
tion 351. 


Items to Compose 20 Per Cent of Gross Income 


N determining whether a corporation comes with- 

in the provisions of section 351 the items of gross 
income other than “royalties, dividends, interest, an- 
nuities and gains from the sale of stock and securi- 
ties” are extremely important in determining 
whether or not the last mentioned group are equal 
to 80 per cent of the gross income. “Gross income 
is not synonymous with gross receipts” and in order 
to illustrate the principle involved, the following ex- 
amples are cited in the regulations: 


1. Sale or exchange of property 

Includes only the excess of the amount realized there- 
from over the adjusted basis provided for in section 113(b). 
Does not include gains which are not recognized under 
section 112(b). (Exchanges solely in kind.) 
2. Installment basis of accounting 

Includes only that portion of the gains returnable as in- 
come under section 44. 
3. Manufacturing and merchandising business 

Total sales less cost of goods sold plus any income from 
investments and from incidental or outside operations or 
sources. 
4. Sales of capital assets as defined in section 117 

The regulations state that these sales “must be treated as 
separate transactions and only those sales which individu- 
ally resulted in profits shall be considered in determining 
the gains derived from such source.” This therefore ex- 
cludes the application of capital losses to determine a net 
capital gain and this again increases the amount of the 
income in the 20 per cent income group. 
5. Gains—Stock in Trade 

While sales of capital assets are treated as_ separate 
transactions “gains from all transactions involving stock 
in trade, etc., are determined for the taxable year as a 
whole instead of separately.” 
6. Deductions not to be made 

“Subtractions should not be made in determining gross 
income ‘for depreciation, depletion, selling expenses, or 
losses, or for items not ordinarily used in computing the 
cost of goods sold’.”. The exclusion of depreciation and 
depletion from cost of sales will naturally result in setting 
up a larger amount of gross income in the 20 per cent 
group. It will be perceived that omitting depreciation 
and depletion from the cost of sales may be the determin- 
ing factor which may take the corporation out of Section 
351 whereas if these items are considered as part of cost 


of sales, the corporation might come within the provisions 
of section 351. 


Items to Compose 80 Per Cent of Gross Income 


Royalties.—Royalties are stated not to include rent 
or overriding royalties received by an operating com- 
pany, such overriding royalties being defined as 
“amounts received from a sub-lessee by the operating 
company which originally leased and developed the 
natural resource property in respect of which such 
overriding royalties are paid.” 


Dividends.—““Dividends” means dividends as de- 
fined in section 115(a), but does not include stock 
dividends, liquidating dividends or other capital dis- 
tributions, distributions by personal service corpora- 
tions and stock dividends. 


Interest.—“Interest” means any amounts received 
for the use of borrowed money which is income un- 
der Title I (Income Tax). 


Annuities.—The term “annuities” refers only to an- 
nuities to the extent includable in the computation 
of gross income under section 22(b) (3). 
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FORMULA FOR DETERMINING ITEMS OF “GROSS INCOME” TO BE INCLUDED IN THE GROUPS OF INCOME COMPOSING 20% 
AND 80% OF “PERSONAL HOLDING COMPANIES” TOTAL INCOME 





Gross Income 


Included in 
20% 
Group 


Included in 
80% 





Group 


Less Returns and 


(1) om Sales (where inventories are an income determining 
RR ee en ChE et tee ree rt eee 

(2) Less Cost of Goods Sold: 
(a) Inventory at beginning of year 


(b) Material or merchandise bought for manufacture or sale......... 


(c) Miscellaneous costs (From Schedule “A,” Column 1): 


(1) Salaries and Wages 
(d) Total of lines (a), (b), and (c) 
(e) Less inventory at end of year 
Gross Profit from Sales (Item 1 minus Item 2) 


Less cost of operations (From Schedule A, Column 2): 
(a) Salaries and Wages 


(7) Interest on Loans, Notes, Mortgages, Bonds, 
(8) Rents 
JR TOE Ae ae 
(a) Profits from Sale of Stocks or securities 
(b) Profits on sales of capital assets.... 
(11) Dividends on Stock of: 


(a) Domestic Corporations subject to taxation ainder Title I of Revenue Act of 1932 ...... 
(b) Domestic Corporations not eee to taxation under Title I of Revenue Act of 1932.. 


(c) Foreign Corporations ‘ rat 
(12) Other Income (State nature of Income) 
Gains returnable on Installment Sales 


Total Income in Items 3, and 6 to 12, inclusive 


sidered in determining the gains derived from such source.’ 


Gains from Sales of Stock or Securities.—The regu- 
lations provide that “the term ‘gains from sale of 
stock and securities’ applies to all gains (including 
gains from liquidating dividends and other distribu- 
tions of capital) from the sale or exchange of stock 
and securities includable in gross income under Title 


I.” No mention is made of the deduction of losses 
from the sales of stock or securities; but since it is 


provided that sales of capital assets are to be treated 
as Separate transactions, no doubt the same principle 
will apply to “sales of stock or securities.” 
Exhibit “D” 
XHIBIT “D” has been prepared showing the 
formula for determining items of “Gross In- 
come” to be included in the groups of income com- 
prising 20 per cent and 80 per cent of “Personal 
Holding Companies” total income. Comment has 
already been made upon individual items included 
in this Exhibit. 

Ownership of Stock.—-In determining whether or 
not a corporation is subject to section 351, it must 
be determined “if at any time during the last half 
of the taxable year more than 50 per cent in value 
of the stock outstanding was owned, directly or in- 
directly, by or for not more than five individuals.” 
It is to be noted here that “value” and not shares of 
stock is controlling. In determining ownership of 
stock, the principles previously stated govern. 


Amounts Used or Set Aside to Retire Indebtedness 


RTICLE 4? prescribes the regulations regarding 

amounts used or set aside to retire indebtedness 
incurred prior to January 1, 1934. The article seem- 
ingly restricts the amounts used or set aside to 
“bonds, debentures or similar obligations represent- 
ing indebtedness incurred prior to January 1, 1934, 
for the purpose of raising capital (or assumed in 


2 Article 351-4 in Regulations 86. 


Allowances 


ee eo | 


(3) 
$3) Gross Receipts (where inventories are not an income-determining factor) 


(Cb) Shiew Costs... ..0605. 
(6) Gross Profit where inventories are not an income-determining factor (Item 4 minus Item 5). 
Bank Deposits, etc.....:. 


? Regulations state that these sales ‘must be treated as separate transactions and only those sales which individually result in profits, shall be con- 


2 No doubt the same provisions as indicated in (1) will apply to this item. 





Net Sales 


connection with the acquisition of capital assets by 
which such indebtedness is secured)” which the tax- 
payer uses to: 

(1) retire during the taxable year an amount of 
such indebtedness, or 

(2) establish a sinking fund or reserve for the 
retirement of such indebtedness during the taxable 
year, and sets aside in such fund or reserve an amount 
for the retirement of such indebtedness. 


The article specifically provides “No deduction is 
allowable unless it appears, either from the covenants 
of the obligations or from a recognized business 
and accounting practice respecting the retirement 
of such indebtedness, that provision for retirement 
must be made out of earnings for the taxable year 
before distribution of those earnings may be made. 
* * * The fact that amounts have not been used 
or set aside in prior years will not entitle the tax- 
payer to deduct in any taxable year a greater amount 
than would otherwise be allowable. Amounts paid 
or set aside to discharge liabilities for expenses, 
salaries, wages, taxes, interest, the purchase of any 
property for resale, dividends, balances due brokers, 
bank or other commercial loans, or any current lia- 
bility (whether represented by negotiable instru- 
ments, balances on account or otherwise) do not 
constitute allowable deductions in any case. The 
same is true as respects liabilities which are payable 
at the convenience of either the debtor or the cred- 
itor, or on the demand of either.” 


This restriction toward using the earnings for 
meeting the long list of liabilities excluded, will cer- 
tainly not add to the credit standing of personal 
holding corporations, especially where they have in 
the past few years sustained operating deficits which 
are in part represented by increases in liabilities due 
to general creditors. This restriction is also seem- 
(Continued on page 308) 
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. “Willie's Xmas Tree’’—A Canadian Tax Lamentation 


It has been plausibly said, “Sufficient for the day are the evils thereof.” Therefore it is perhaps borrow- 
ing trouble to anticipate during springtide possible frustration of Christmas cheer, particularly when it is yet 
so remote as to involve only our neighbors in Canada. But Congress and scores of legislatures are in session, 
and possibly before the winter solstice, we too may have more than an objective interest in the following episode 
entitled “Willie’s Xmas Tree,” by Lucy Van Gogh, which appeared in SaturDay NIGHT, a Canadian publi- 
cation. It was inspired by petition of the Huntsville (Ontario, Canada) Horticultural Society to impose a 
license on Christmas trees, and support of the proposal by some Canadian newspapers. 
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small boy of twelve who sat wide-eyed in his con- 

sulting room, “it was indeed wise of you to come to 
me. Such a performance as you have in mind, while com- 
paratively simple a few years ago, before your dear father 
went on the dole and before the licensing system became 
general in this fair land of freedom, is now hedged about 
with unaccountable formalities, and the unaided lay mind 
even of an adult like your Uncle Henry, to say nothing 
of a small boy like you, would never be able to grope its 
way through them alone. 


OM we Willie,” said the grey-haired old lawyer to the 


“You can have a Christmas tree for your father and 
mother and little sisters, Willie, if you want one. Your 
Uncle Henry, I understand, has sent you the money for 
the tree and the presents; bear in mind that in all the 
transactions that you may enter into you will be acting 
simply as his agent. 

“First of all you must obtain a Christmas-tree license, 
which will cost you two dollars. Then you must obtain 
your tree from an authorized dealer, at the authorized 
price of one dollar for the first three feet of height and 
a rising scale for each subsequent foot. Or you may take 
out a special license if you propose to cut it yourself. 
Remember also that you are not allowed to keep the tree 
longer than twelve days after Christmas; then you must 
dismantle it and either burn it with the prescribed precau- 
tions or else turn it over to the municipal garbage col- 
lectors duly cut up into pieces suitable for them to handle. 


66 HIS license, remember, entitles you to set up and 

yew decorate the tree only. It does not entitle you 
to illuminate it. If you light it with candles or any other 
exposed-flame lighting, you must secure a license from the 
municipal fire department and pay the legal charge for a 
fireman to be on hand during the whole time of the il- 
lumination. If you use electricity, which is a publicly- 
owned commodity, the conditions are slightly less onerous; 
all you need to do is to get a permit from the local Hydro 
and pay their charge for the inspection of all wiring, lamps, 
tinsel and other articles used in the decoration, which should 
not be more than five or six dollars. 


“T can understand your desire, and that of Uncle Henry, 
that this tree should be a surprise to your parents and 
sisters. But unfortunately the Department of Healtlr does 
not look with favor upon the surprising of persons over 
fifteen years of age. You will have to obtain a certificate 
from your family physician—I should say your panel doctor 
—that your father and mother are in good physical con- 
dition and not likely to suffer from shock as a result of the 
surprise. What you are to do about your Aunt Mabel, 
who is on her way from British Columbia and will not 
arrive until Christmas morning, I have no idea. You might 
take her down to the Department and have her inspected 
there, only it will not be open on that day. I think you 
had better tell her about it beforehand and not surprise 
her at all. 


‘6 NCLE HENRY, you tell me, having put up the 
money, wants to play Santa Claus himself. But that 
raises a very difficult problem. Henry is a citizen of the 
United States, and an Act of Congress several years ago 
prohibited the impersonation of Santa Claus in the United 
States by any but American citizens. The Dominion there- 
upon passed retaliatory legislation refusing to license for 
Santa Claus purposes the citizens of any country which 
does not extend reciprocal privileges to Canadians. In 
addition to that, the fee for a Santa Claus license has been 
fixed, in the vain hope of reducing the number of such 
impersonations, at the exorbitant sum of twenty-five dollars. 
“T honestly do not see how Uncle Henry is going to get 
into the game, unless he is willing to abandon Santa Claus 
and accept one of those less traditional but equally amusing 
characters which have become popular since the Santa 
license was placed so high—I mean Mr. Pickwick, Jack 
Canuck, Mutt, Jeff, Brer Rabbit, Amos, Andy, Mrs. Santa 
Claus (an entirely mythical person, I believe), or Mr. and 
Mrs. Ovila Dionne. All that you need for that is the 
regular license for fancy dress or amateur theatricals, 
namely three dollars. 


ry HEN there is the matter of the Christmas presents. 

The state, Willie, looks with some suspicion upon 
presents of all kinds. It never makes any itself and it 
does not see why anybody else should want to. Usually, it 
finds, they are a disguise for some secret payment, either 
contravening the law against rebates on fixed-price com- 
modities, or evading the income tax, the wage tax or the 
inheritance tax. You will therefore be required to file with 
the Dominion Investigations Commissioner, in triplicate, 
a schedule of all the gifts which you propose to distribute, 
with their purchase price, the name of the recipient, and an 
explanation, which must be satisfactory to the Commis- 
sioner, of the reasons why you want to give him or, her a 
present. I need not, of course, remind you that no article, 
the price of which is fixed under the Dominion Marketing 
Act or under any provincial or municipal legislation, may 
be given away at any time or under any conditions; the 
Commissioner is especially fussy about that sort of thing 
at Christmas time. 


‘6 HEN, Willie, you will probably find that after the 
distribution of the presents your little party will want 
to sing a few of the old traditional Christmas songs. Here 
you will have to be very careful. A license fee at the rate 
of one dollar for every ten singers is required for the 
singing of anything which does not constitute religious 
worship. It has been held by the courts that while ‘O 
Come All Ye Faithful’ is religious worship, ‘Good King 
Wenceslas Looked Down’ is a secular performance and 
subject to license, and I need hardly say that ‘For He’s a 
Jolly Good Fellow’ and ‘Auld Lang Syne’ will never pass 
muster as hymns. 
“On the whole, Willie, I think you had better invite 
me to the party, just in case something turned up that 
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required my advice. 
no charge. 


If nothing turns up there will be 
If something does, I will bill the Relief De- 
partment, which has to supply your family’s legal needs 
as well as its medical, dental, nutritional and educational 
requirements. Don’t put any present on the tree for 
me; I am not allowed to accept gifts from clients. 


s6c6VT WILL be a great pleasure to be there. I haven't 

been at a Christmas-tree party since you were a 
baby, Willie, when your father was manager of the Trans- 
continental Bank at the corner of Mackenzie Street and 
Mann Avenue. Many was the Christmas tree at your 
house that I have helped to unload of its burden of gifts 
in those happy days. And many was the bunch of mistle- 
toe under which I kissed your mother. Which 
reminds me that you mustn’t have any mistletoe this year; 
it’s prohibited. The W. C. T. U. said it was immoral, the 
United Church said it was pagan, the Native Sons of Canada 
said it was Early British, and the St. Thomas Liberal Asso- 
ciation said it was an aristocratic extravagance, and a 
Liberal could kiss a girl anywhere any time.” 





Several States Initiate Movement to 
Harmonize State Laws 


N response to recommendations of the Interstate 

Commission on Conflicting Taxation made at the 
Second Interstate Assembly which recently was held 
at Washington, D. C., action has been taken by the 
legislatures of several states toward securing better 
coordination of state laws relating to taxation, com- 
merce, liquor traffic, crime prevention, etc., and more 
harmonious administration of such laws. 

The committee drafted a proposed resolution for 
introduction in the New Jersey legislature. Prompt 
action on the recommendation was taken, and on 
March 12, 1935 the Governor of New Jersey ap- 
proved the following Senate Joint Resolution, de- 
signated as Chapter J. R. 3, Laws 1935. 


JOINT RESOLUTION providing for the appointment 
of a commission to negotiate interstate compacts. 


Whereas, The laws of neighboring States are in conflict 
and in competition with each other in such fields as taxa- 
tion, labor, industry, liquor traffic, truck regulation, crime 
prevention, and other related matters subject to State legis- 
lation-and inherently incidental to State government; and 


Whereas, It is in the interest of the people of the State 
of New Jersey that uniform standards of legislation should 
be adopted and should conform to the more enlightened 
statutes in effect among the several States; and 


Whereas, The Constitution of the United States in article 
one, Section ten, permits of securing such uniform stand- 
ards by interstate compacts entered into by the several 
States with the consent of the Congress of the United 
States; now, therefore, 


Be it resolved by the Senate and General Assembly of the 
State of New Jersey: 

1. That there be hereby established an unpaid commis- 
sion, to be known as the Commission on Interstate Com- 
pacts, to consist of seven members, two of whom shall be 
members of the House of Assembly and shall be named by 
the Speaker thereof, and two shall be members of the 
Senate and shall be named by the President thereof, and 
three shall represent the public and shall be named by the 
Governor, who shall also designate the chairman of said 
commission. Said members of the House of Assembly and 
of the Senate shall serve only during their respective terms 
in the Legislature, but of the three members representing 
the public, one shall serve two years, one three years, and 
one four years. The commission is hereby authorized, on 
the part of New Jersey, to meet with similar commissions 
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appointed with similar authority on part of other States 
for the purpose of negotiating or agreeing upon a joint 
report. Said report shall recommend to the Legislatures 
of the participating States a policy to be pursued by such 
States with reference to the subject matter of said report 
by the enactment of such legislation by such States as will 
constitute an interstate compact. The commission shall 
report to the Governor and the Legislature of the State 
of New Jersey on the first day of each legislative session 
and also as soon as it determines on a policy. 

2. The members of-the commission appointed as afore- 
said shall serve without compensation but shall be paid 
their necessary expenses in the performance of their duty. 
They may employ a secretary and other assistants as are 
needed in the performance of their duties. 

3. The Secretary of State shall forthwith communicate 
the text of this resolution to the like official of each State 
with the respectful request that such States in their dis- 
cretion establish commissions with like powers to treat 
with the commission appointed hereunder. 

4. This joint resolution shall take effect immediately. 


Resolutions of a similar kind have been passed by 
the Colorado and Maryland legislatures, and in each 


instance the measure has received the Governor’s 
approval. 


Litigation Delays Collection of New Arkansas 
Sales Tax 


OLLECTION of Arkansas’ two per cent sales 

tax, which was as contemplated in the law to 
have begun on May 1, will be delayed until June 3, 
and probably longer, as a result of a decision by the 
Pulaski County (Ark.) Chancery Court in Phillips 
v. Wiseman, decided April 13, 1935, that the tax is 
illegal. 

The State has filed an appeal from the adverse 
ruling in the Pulaski County Court. A_ hearing 
is scheduled to be held on May 3, which indicates 
a decision by the State Supreme Court may be 
rendered on June 3. Opponents of the tax have 
announced that if necessary appeal will be taken 
to the United States Supreme Court. Attacks on the 
law center on the contention that it is an illegal 
addition to the property tax. 

The evil characteristic of all general sales taxes 
of placing the heaviest burden on those least able 
to bear it is to some extent mitigated by exemption 
from the tax of certain foods, including flour, meat, 
lard, sugar, soda, baking powder, salt, meal, butter 
fats, and eggs, and medicines, cotton and cottonseed. 
Goods subject to other license or excise taxes are 
taxable under the sales tax law only to the extent 
of the excess of the sales tax above such other tax. 

Under the law the tax terminates June 30, 1937. 


Kentucky Sales Tax Yield for Nine Months Is 
$6,083,383 


HE gross receipts (sales) tax imposed in the 

State of Kentucky yielded $6,083,383 during the 
nine months ended on March 31, 1935, and to April 
10 collections amounted to $6,336,081.13, according 
to a report by William R. Robinson, supervisor of 
the Gross Sales Tax Department, a subdivision of 
the State Tax Commission. Collections were made 
at a cost of 1.96 per cent during the period, but in- 
cluded in collection expenses is the cost of office 
equipment. It is expected that when all necessary 


equipment has been provided, the cost of collecting 
the tax will decrease. 











ALABAMA 


The Legislature recessed on February 8, 
1935, until April 30, 1935. 


ARIZONA 


The following concludes the list of taxa- 
tion measures approved by the Governor 
(adjourned March 21): 

*Engineers’ Licenses—S. B. No. 38 
licenses engineers, architects, assayers and 
surveyors. Approved March 5, 1935. 

*Gross Income—Sales Tax.—H. B. No. 
118 imposes a combination gross income 
and sales tax; 1 per cent on gross business 
B of manufacturers, transportation, utilities, 
) newspapers and radio; 2 per cent on retail 
H sales (theatres, restaurants and dining cars 
§ subject to special classification). Approved 
§ March 23, 1935. 

*% Income Tax.—H. B. No. 231 increases 
the personal exemptions allowed under the 
net income tax. Approved March 26, 1935. 

x Intangibles Taxes——S. B. No. 31 au- 
thorizes refund of taxes paid under the 
Intangibles Tax Law of 1933 which was 
ree: unconstitutional. Approved March 4, 

% Liquor.—S. B. No. 124 permits munici- 
pal approval of liquor licenses. Approved 
March 19, 1935. 

*®& Luxury Excise Tax.—S. B. No. 88 re- 
enacts the present luxury tax on tobacco 
and liquor; and with additional taxes on 
cosmetics, playing cards and_ sporting 
goods. Approved March 23, 1935. 

*% Property Taxes.—H. B. No. 5 extends 
permanently the provisions for semi- 
eo payment of taxes. Approved March 

*H. B. No. 100 adopts a school levy tax 
rate of $25 per capita, an increase from the 
former $20 per capita rate. Approved 
March 28, 1935. 

*Racing.—H. B. No. 187 legalizes dog 
and horse racing with 10 per cent cut to 
state. Approved March 26, 1935. 


ARKANSAS 


_ The following concludes the list of taxa- 
tion measures approved by the Governor 
(adjourned March 14): 


Gasoline.—S. B. No. 250 authorizes re- 
funds of gasoline tax for evaporation losses. 
Vetoed March 21, 1935. 


Motor Vehicles—*S. B. No. 534 im- 
poses drivers’ licenses to raise revenue to 
enforce laws against manufacture and sale 
of illicit liquor. Approved March 19, 1935. 


Property Taxes.—%H. B. No. 39 permits 
payment of improvement district taxes with 
past due bonds and interest of such dis- 
tricts. Approved March 29, 1935. 





Pending StateTaxx 


Legislation 


| Dye the above heading, report will 
be made of the introduction of and 
action taken on state tax legislation of 
importance to business interests. This 
section will be confined to pending bills 
in state legislatures, and the final report 
will be that of enactment, designated by a 
bold-faced star [%]. This feature is made 
possible through the facilities of the 
Commerce Clearing House Legislative 
Reporting Department, which furnishes a 
twenty-four hour reporting service on all 
subjects for all states. Copies of the text 
of any bill reported may be obtained for a 
service charge of one dollar per bill. 


Property Taxes—Personalty—H. B. 
Nos. 257 and 258 provide for publication 
of delinquent personal property tax lists. 
Approved March 21, 1935. 


Severance Tax.—¥S. B. No. 269 amends 
Sec. 1 of Act 212 of 1929 imposing a sever- 
ance tax on certain products from State- 
owned lakes and_ streams. Approved 
March 20, 1935. 


Warehouses.—xS. B. No. 507 provides 
for establishing licensed warehouses and 


issuance of storage receipts. Approved 
March 30, 1935. 


CALIFORNIA 


Alcoholic Beverages.—S. B. No. 136 in- 
creases the tax on beer from 2 to 6 cents 
per gallon. 


S. B. No. 359 sets up a graduated scale 
for wine taxes. 


S. B. No. 983 provides regulations relat- 
ing to taxation of intoxicating liquors. 


Butter Substitutes——S. B. No. 56 levies 
a tax of 15¢ per pound on butter sub- 
stitutes. 


Chain Store Tax.—S. B. No. 130 provides 
for a chain store tax. 


Constitutional Amendments.—A. C. A. 
No. 66 amends Sec. 1% of Art. 13 of Con- 
stitution, relating to exemption from taxes 
of property used solely and exclusively for 
religious worship. 


A. C. A. No. 68, proposes an amend- 
ment of Sec. 14 of Art. 13 of the Constitu- 
tion relating to taxation. 


A. C. A. No. 70 provides gross receipts 
taxes on transactions in the form of fees, 
commissions, interest, rents, dividends and 
other emoluments including capital gains 
and on the sale of tangible property. 

A. C. A. No. 75 levies a tax upon the 
gross moneys or value received from various 
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transactions, and replaces all other taxes 
levied by the State or political subdivisions. 


Economic Poisons.—S. B. No. 354 makes 
a graduated license scale for establishments 
selling economic poisons. Passed Senate. 


Gasoline Tax.—A. B. No. 81 provides for 
a gas tax refund on all motor vehicles 
which are not operated on public roads. 
Passed House. 


Income Tax.—A. B. No. 1182 provides 
for a personal income tax at the rate of 
one-third of the Federal rates. Passed 
House April 11, 1935. 


Insurance Companies.—S. B. No. 938 in- 
creases taxation of insurance companies to 


4%. 


Motor Vehicle Registration — A. B. No. 
37 exempts motor vehicles used by unem- 
ployment cooperatives in relief work, from 
State license fees. Approved April 12, 
1935. 

* A. B. No. 170 provides for the estab- 
lishment of a new motor vehicle code. Ap- 
proved March 28, 1935. 


Oleomargarine Tax.—A. B. No. 578 pro- 
vides for an oleomargarine tax of 10¢ per 
pound. Passed both houses April 4, 1935. 

S. B. No. 244 levies a tax on oleo- 
margarine. 


Outdoor Advertising—A. B. No. 1865 
relates to taxation of outdoor advertising. 


Property Taxes.—S. B. Nos. 584, 585, 
586, 587 relate to the assessment of prop- 
erty by the State Board of Equalization. 
Passed Senate. 


A. B. No. 759 authorizes the payment 
of current irrigation district assessments 
upon partial redemption. Passed both 
Houses March 27, 1935. 


Property Taxes — Delinquent Taxes. — 
S. B. No. 577 provides for the redemption 
of property sold for taxes. Passed Senate. 

S. B. No. 593 relates to property deeded 
to the State for delinquent taxes. Passed 
Senate. 

A. B. No. 654 speeds up the procedure 
for the sale of tax delinquent property. 
Passed both houses April 4, 1935. 

A. B. No. 671 permits the residents of 
unincorporated towns to take advantage of 
the delinquent tax moratorium. Passed 
House. 


Property Taxes—Lien.—A. B. No. 1964 
relates to the lien of taxes secured by real 
property. Passed House. 


Property Taxes—Personal Property.— 
S. B. No. 588 exempts personal property 
brought to California for purposes of use 
or display at fairs, etc. Passed Senate. 
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COLORADO 


Adjournment.—The Legislature adjourned 
on April 6. A final list of approvals, not 
heretofore reported, will be included in the 
June issue of THE Tax MAGAZINE. 


Agricultural Products Dealers—H. B. 
289 provides for the licensing of dealers 
in agricultural products. Passed both 
houses. 


% Gasoline Tax.—H. B. 288 provides for 
a reduction in the gasoline tax. Approved 
April 10, 1935. 

H. B. 595 imposes a gasoline tax and road 
tax and regulates the use of the highways 
by users transporting for hire. Passed 
both houses. 

Income Tax.—H. B. 487 vetoed on 
April 1. 


* Inheritance Tax.—H. B. 172 relates to 
the imposition of an inheritance tax 
amending present law. Approved April 10, 
1935. 


* Licensed Foods.—S. B. 245 licenses 





all places preparing foods. Approved 
April 4, 1935. 

Life Insurance Tax.—H. B. 438 imposes 
a 4 per cent tax on life policies. Passed 
both houses. 


% Property Taxes.—H. B. 772 relates to 
collection, tax certificates, deeds and title. 
Approved April 10, 1935. 


CONNECTICUT 


Aircraft.—H. B. 894 provides for renewal 
of aircraft pilot licenses on compliance 
with rules of the Commissioner. Passed 
both houses April 10, 1935. 


Horse Racing.—H. B. No. 806 legalizes 
licensed horse-racing and _  pari-mutuel 
betting. Vetoed, and veto sustained. 


Motor Vehicles.—%S. B. No. 59 concerns 
temporary registration of motor vehicles. 
Approved March 19, 1935. 


Oleomargarine.—S. B. No. 418 defines 
oleomargarine and taxes certain oleo- 
margarine. Passed House. 


Patent Medicines—*S. B. No. 452 au- 
thorizes the Pharmacy Commission to 
regulate the sale of patent and proprietary 
medicines. Approved April 14, 1935, as 
Chapter 41, L. 1935. 


Property Taxes.—S. B. No. 550 provides 
that the town clerk shall give the assessor 
lists of property transfers of the previous 
year. Passed both houses March 20, 1935. 

*H. B. No. 233 validates liens for taxes 
filed one month later in the city of New 
London. Approved March 8, 1935. 

*H. B. No. 731 concerns the schedule of 
unpaid real estate taxes, repealing Sec. 
344b, Private Acts of 1933, effective im- 
mediately. Approved April 2, 1935, as 
Chapter 31, L. 1935. 


Sales Tax.—S. B. 213 and H. B. 507 and 
509 were killed on April 16. 


DELAWARE 


Adjournment.—The Legislature adjourned 
on April 3, 1935. New laws not listed 
below will be reported in the June issue of 
Tue TAx MAGAZINE. 


Commercial Fertilizer—S. B. No. 53 
changes the law relating to commercial 
fertilizer. Approved March 11, 1935. 
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Franchise Taxes.— x H. B. No. 364 of the 
Revised Code of Delaware relates to fran- 
chise taxes. Approved April 12, 1935. 


Inheritance Tax.— eH. B. No. 134 amends 
Ch. 6, Revised Code of Delaware 1915, as 
amended by Ch. 8, Vol. 37, Laws of Dela- 
ware, relating to the inheritance tax. 
Approved April 12, 1935. 


Jewelers—%H. B. No. 352, Laws 1935, 
imposes an annual tax of $15 upon jewelers 
engaged in the business of selling old gold 
a precious metals. Approved April 8, 
1 ’ 


Junk Dealers.—%H. B. No. 137 requires 
nonresident junk dealers doing a business 
in the State of Delaware to secure a license 
therefor. Approved April 12, 1935. 


License Fees and Taxes.—%H. B. No. 
367 amends Ch. 6, Revised Code relating 
to State Revenue by providing that on and 
after June 1, 1935 the administration and 
enforcement of all the provisions of Ch. 6, 
relating to the payment of license fees and 
taxes shall be vested in the State Tax 
Department and the State Tax Commis- 
sioner. Approved April 8, 1935. 


Manufacturers’ License.—»%H. B. No. 308 
amends Ch. 6 of Revised Code of Delaware, 
1915, relating to licenses of manufacturers. 
Approved April 12, 1935. 


Merchants’ License Tax.—%H. B. No. 
309 amends Ch. 6, Revised Code 1915 relat- 
ing to the license tax on merchants. Ap- 
proved April 12, 1935. 


Motor Fuels.— cH. B. No. 360 amends Ch. 
51, Vol. 38, Laws of Delaware by increasing 
the rate of the gasoline tax from 3 cents 
to 4 cents per gallon. Approved April J, 
1935. 

Motor Vehicles.—S. B. No. 94 amends 
the laws of Delaware in relation to the 
identification of motor vehicles. Approved 
March 22, 1935. 

*S. B. No. 95 amends the law concern- 
ing motor vehicles and makes uniform the 
— thereto. Approved March 22, 
1935. 


Occupational Licenses.—%H. B. No. 310 
amends Ch. 6, Revised Code, 1915 relating 
to general occupational licenses. Approved 
April 12, 1935. 


Optometry—*H. B. No. 353 amends 
Ch. 31, Revised Code of the State of Dela- 
ware, relating to the Delaware State Board 


of Examiners in Optometry. Approved 
April 8, 1935. 


Property Taxes—New Castle.—xH. B. 
No. 177 amends Ch. 216, Vol. 27, Laws of 
Delaware by changing the penalty on un- 





paid city taxes in the city of New Castle. 
Approved April 1. 


Renewal of Corporate Existence. — 
%H. B. No. 171 amends Ch. 65, Revised Code 
relating to the renewal of the charter of a 
corporation. Approved April 12, 1935. 


Undertakers.—*%S. B. No. 85 amends 
Ch. 32, Revised Code as amended by Ch. 
47, Vol. 3, Ch. 70, Vol. 37, Laws of Dela- 
ware relating to undertakers. Approved 
March 29, 1935. 


FLORIDA 


Admission Tax.—S. B. 102 levies a tax 
upon admissions to all places where charge 
is made. 

H. B. 15 levies tax on admission charges. 








state purposes. 


Ad Valorem Tax Reduction—H. B. 283 
provides for reduction of ad valorem tax 
















bus, t 
valore: 


to be maintained by amusement sales, rail-} Sale 
way fares tax. cupati 

Assessment of Taxes.—H. B. 79 relates|P™C®: 
to assessment of lands for taxation. Sch 

Beverage Tax.—S. B. 88 levies a tax on|! In 
beverages, soft drinks, etc. Slot 
Cigar Tax.—S. B. 93 levies a tax upon legaliz 
cigars. Sto 


Cigarette Paper Tax.—S. B. 90 and 9j/repeal 
authorize a tax upon cigarettes and papers 
of 3 cents on 20 cigarettes or fraction of 1 





cent on every 150 papers. %.., 
Citrus Fruit—H. B. 44 (Same as S. B| Ta; 
22) licenses and regulates citrus fruit pones 
dealers. first | 
Constitutional Amendments.—H. J. R. 30) Tir, 
proposes constitutional amendment on poses 
taxation. 


Delinquent Taxes.—H. B. 20 provides for|4) 541 


settlement of delinquent taxes in certain 

counties. Tol 
Excise Taxes on Business.—H. B. 117 . 

empowers towns and cities to levy license 5 


taxes on privileges, businesses, occupations,| 
etc. | 


Gasoline Tax.—S. B. 42 imposes an ad- 
ditional tax on gasoline. 

S. B. 207 imposes an excise tax or 
gasoline, taxing every dealer. 

H. B. 35 provides for a tax on gasoline. 

H. B. 162 provides for tax refund for 144 ¢ 
gas used in motor boats, etc. aes 


Homesteads.—H. J. R. 58, 358 and S. J. R.jof re 
286 Propose constitutional amendments}requi 
relative to the exemption of homesteads.}by r 


Income Tax.—H..J. R. 17 authorizes|!*t 
legislature to levy taxes on income. 155 i 
H. J. R. 53 resolution amending Art. 9 


yn M 
heret 
the J 





oc, 





constitution relating to income taxes. *: 
Inheritance Tax.—H. B. 64 proposes a — 
constitutional amendment relative to in-| >’ 
heritance taxes. iH. J 
Insurance Companies.—H. B. 361 pro- we 
vides for payment of taxes from policy- mt 
holder’s collections. i 
Insurance License.—S. B. 103 levies an the | 
annual license tax on all persons, asso- 22, 1 
ciations, etc., issuing any form of insurance.| > 
Life Insurance Companies.—S. B. 104 ole 
regulates business of life insurance com- pro 
panies, restricting persons to whom pay- fj, 
able, etc. ae 
_H. B. 273 (Same as S. B. 104) regulates> 
life insurance companies. imp 
; occt 
Light, Heat, Power Assessment.—H. B. feffe, 
318 provides for assessment of property 
used in or for light, heat, power or tele-} *& 
phone business in more than one town. §pro 
at 
Payment of Taxes.—H. B. 214 (same as Ap; 
S. B. 183) provides for payment of taxes | 
with bonds and interest coupons. 
H. B. 296, 298 provide for payment of 
tax with bonds. 1 


Redemption of Tax.—S. B. 66 provides a §jpro 
compromise and escrow plan for redemp- 97) 
tion of taxes prior to 1933. aSes 
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Sales—Amusements—Railway Fares Tax. 


ment tax of 3% of gross receipts, railway, 
bus, truck fare tax, etc. to maintain ad 
‘valorem tax reduction. 


Sales Tax.—H. B. 295 imposes an oc- 
cupational tax of 3% of gross retail sales 


relates price. 
n. School Tax.—S. B. 11 proposes repeal 
tax on of 1 mill school tax. 

Slot Machines.—H. B. 236 licenses and 
x upon legalizes slot machines. 


Store License.—H. B. 270 amends law 


on of |) Tax Limitation.—S. B. 7 limits total tax 
levy to 10 mills. 

s S. B.| Tax Sale Certificates—S. B. 36 post- 

S fruitlpones sale of tax certificates until after 


first Monday in July 1935. 


Tire and Tube Dealers.—H. B. 246 im- 
poses state and county license tax. 


Theatre Tax.—S. B. 89 levies a tax upon 
eatres. 


Tobacco—Drinks Tax.—H. B. 77 imposes 
B. 117/4 tax of %¢ on each 5¢ sale on tobacco 
el lor its products and cold drinks plus license. 


pations, 


GEORGIA 


cali Adjournment.—The Legislature adjourned 
yn March 23. Final list of approvals, not 
1eretofore reported, will be included in 
ithe June issue of THE TAx MaGAZINE. 


*% Alcoholic Beverage Control—H. B. 
4 enacts a comprehensive liquor control 

law: imposes a tax upon the gross receipts 
S.J. R.jof retail distributors of 10 per cent and 
dments}requires an annual license fee to be paid 
esteads.|by retail and wholesale dealers and manu- 
facturers. The law is to be submitted to 
the people Nov. 15, 1935. Approved March 
22, 1935. 


x%Income Tax.—H. B. 724 extensively 
amends income tax law. Approved March 26. 


ey es Tax—15 Mill Limitation.— 
R. 12 proposes an amendment to the 
na constitution limiting taxes to 15 mills, 
classifying property into tangible and in- 
tangibles for tax purposes. The resolu- 
tion is to be submitted to the people at 
the next regular election. Adopted March 
22, 1935. 


% Music Tax.—H. B. 676 imposes a tax 
of $1,000 on each person collecting rents 
or fees from copyrighted music or radio 
programs in each county in the state. 
Approved March 21, 1935. 


% Occupational License Tax.—H. B. 561 
imposes specific occupational taxes on listed 
occupations. Approved March 28, 1935, 
effective January 1, 1936. 


*% Redemption of Real Estate.—S. B. 173 
provides for redemption of real estate sold 
at tax sales by municipal corporations. 

§Approved March 26, 1935. 
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The following concludes the list of ap- 
ovides « Jprovals of the Regular (adjourned March 
redemp- 97) and Special (adjourned March 20) 
Sessions: 


PENDING STATE TAX LEGISLATION 


(Regular Session) 


% Farm Produce Dealers.—H. B. No. 196 
provides for the licensing of farm produce 
dealers. Approved March 12, 1935. 


(Special Session) 


x%Income Tax.—H. B. No. 12 increases 
the rates of tax on net income. Approved 
April 1, 1935. 

*H. B. No. 22 levies a 3 per cent tax on 


ee of mines. Approved April 1, 
1935. 


%No-par Stock—H. B. No. 91 fixes 
value of no-par stock for tax purposes. 
Approved April 1, 1935. 


* Property Taxes.—S. B. No. 7 allows 
county commissioners to cancel or adjust 
property taxes. Approved April 1, 1935. 


ILLINOIS 


Capital Stock Tax.—H. B. Nos. 767 and 
768 revise the law relating to the assess- 
ment of capital stock for tax purposes. 


Chain Stores.—H. B. No. 708 provides 
for the licensing of chain stores, the fee 
starting at $10 and running to $250. 


Cigarette Tax.—H. B. No. 820 provides 
for a tax upon the sale of cigarettes at the 
rate of % mill per cigarette; the tax to 
be collected by the use of stamps to be 
affixed by the wholesaler or jobber before 
cigarettes are sold to the retailer and by 
the retailer in the event of failure to affix 
such stamps on the part of the wholesaler 
or jobber. Penalty for violation is fine of 
from $500 to $5,000. Two percent of the 
proceeds go to the general revenue fund 


and the balance to the Occupational Tax 
Fund. 


Gasoline Tax.—H. B. No. 732 permits 
cities to use motor fuel tax for maintenance 
of streets. 


Inheritance Tax.—H. B. No. 639 provides 
for several amendments to the inheritance 
tax. 


Insurance.—-S. B. No. 283 increases the 
tax on fire insurance premiums for the sup- 
port of the state fire marshal from 4% to 
Y%% of the gross premium receipts. 

S. B. No. 284 provides for the licensing 
and regulating of fire insurance rating bu- 
reaus. 

S. B. No. 318 permits eleemosynary insti- 
tutions located outside municipalities to 
deduct 2% of the amount of premiums paid 
foreign fire insurance companies. 

S. B. No.-319 allows foreign fire insur- 
ance companies to deduct from tax return 
the amount deducted by eleemosynary 
institutions. 

H. B. No. 751 increases the tax on fire 
insurance companies to % of 1% of the 
gross premiums. 


License Taxes (Collection Agencies).— 
H. B. No. 684 requires the licensing and 
regulation of collection agencies. 


License Taxes (Commercial Feeding 


Stuffs).—H. B. No. 821 licenses commercial 
feeding stuffs dealers as follows: retailers 
$10, for each brand sold; wholesalers $25, 
for each brand sold. 
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License Taxes (Farm Produce Dealers). 
—H. B. No. 772 provides for the licensing 
and regulation of persons selling farm pro- 
duce at wholesale. 


License Taxes (Fire Insurance Rating 
Bureaus).—S. B. No. 284 provides for the 
licensing and regulating of fire insurance 
rating bureaus. 


License Taxes (Outdoor Advertising).— 
H. B. No. 686 requires outdoor advertising 
firms to pay a license fee of $100 a year. 


Motor Vehicles.—H. B. No. 695 permits 
licensing of automobiles in 1935 which had 
no certificate of ownership in 1934. 

H. B. No. 720 requires a fee of 50¢ per 
month where certificate is applied for year 
after auto was licensed after July 1. 

H. B. No. 804 provides for the payment 
of automobile licenses every three years 
instead of annually. 


Natural Gas.—H. B. No. 693 places a 5¢ 
tax per 1000 feet on natural gas. 

H. B. No. 740 places a 5¢ tax on natural 
gas. 


Occupational Taxes.—H. B. No. 98 places 
baseball and hockey matches under an 
occupational tax of 10% on gross receipts. 
Tabled in House. 


Property Taxes—General.—H. B. No. 
631 relates to the assessment of property 
and to the levy and collection of taxes. 
Passed House. 

*H. B. No, 192 validates proceedings 
for the authorization of bonds by munici- 
palities. Approved April 10. 


Property Taxes—Assessment.—H. B. No. 
765 permits municipalities to issue bonds 
to pay for special assessments. 

B. No. 795 makes the failure to file 
property schedule with the assessor a mis- 
demeanor. 


Property Taxes—Collection.—S. B. No. 
300 limits payments of special assessments 
by vouchers or bonds to assessment pay- 
ment. 

H. B. No. 60 authorizes credits against 
current taxes for excesses paid as the result 
of excess valuation. Passed House. 

H. B. No. 209 provides that where a per- 
son or corporation tenders payment for all 
taxes and costs due for all years on real 
property with 50% of accrued interest and 
forfeiture fees and accompanies offer with 
affidavit, collector shall accept. Passed 
House. 


* Property Taxes—Delinquent Taxes.— 
S. B. No. 118 amends the Revenue Act and 
fixes penalty dates in June and September. 
Approved April 18. 

S. B. No. 304 and H. B. No. 783 provide 
for payment of delinquent taxes for 1932 
or previous years in ten annual install- 
ments. 

H. B. No. 753 gives boards of review the 
right to assess back taxes. 


Property Taxes—Levies.—S. B. No. 252 
authorizes any county, city, village, school 
district, sanitary district, or park district to 
issue refunding bonds and to provide for 
the levy of a tax for the payment. Passed 
Senate. 

H. B. No. 312 provides that cities over 
100,000 may levy from 1/5 to % mill for 
fire departments; in cities under 100,000, 
2/5 of a mill. Passed House. 
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S. B. No. 305 makes amount fixed by | 


court as due tax title holder a first lien 
on land when property is redeemed. 


Property Taxes—Redemption—H. B. 
No. 568 provides method of redeeming 
taxes. Passed House. 


Property Taxes—Tax Sales.—H. B. No. 
645 requires publication of intention to col- 
lect on property purchased at tax sales. 


Property Taxes—Tax Sales Redemption. 
—S. B. No. 295 provides for the redemp- 
tion of property sold for delinquent special 
assessments in Cook County. 


Sales Tax (Retailers’ Occupation Tax). 
H. B. No. 410 increases the sales tax 
from 2% to 3% until July 1, 1937 after 
which it returns to its present level of 
2%. Killed in House. A similar bill (S. 
207) was passed by the Senate. 


Utilities—H. B. No. 412 imposes a tax 
of 3% of the gross receipts of water, gas 
and electric companies, both municipal and 
private, until 1937. Killed in House. A 
similar bill (S. 209) was passed by the 
Senate. 


INDIANA 


The following concludes the list of taxa- 
tion measures approved by the Governor 
(adjourned March 11): 


*% Gasoline Tax.—H. B. No. 54 amends 


the gasoline tax law. Approved March 1], 
1935. 


* Intangibles Taxes.—H. B. No. 105 cre- 
ates the office of deputy assessor for in- 
tangibles. Approved March 11, 1935. 


%* Licenses.—H. B. No. 205 provides for 
the establishment of state licensed ware- 


houses for storage of grain. Approved 
February 28, 1935. 


% Motor Vehicles.—H. B. No. 237 amends 
the motor vehicle registration law. Ap- 
proved February 22, 1935. 


*S. B. No. 152 amends motor vehicle | 


registration law. Approved March 11, 1935. 


% Property Taxes.—H. B. No. 155 amends 
the law relative to assessment of personal 
property. Approved March 13, 1935. 

H. B. No. 186 authorizes county tax 
levies to aid universities. 


ruary 26, 1935. 


%*H. B. No. 204 concerns the time of | 


assessments and filing of petitions for re- 
assessments. Approved March 8, 1935. 

*H. B. No. 313 more fully exempts 
building and loan shares from asesssment 
for past or present ad valorem taxes. Ap- 
proved March 11, 1935. 

%*H. B. No. 500 provides for tax levies 
in third cless cities. Approved March 9, 
1935. 

*S. B. No. 88 levies a state tax for the 


aid of universities. Approved March 11, 
1935. 


IOWA 


Adjournment.—Though officially the 1935 | 


regular session of the lowa Legislature was 
adjourned April 23, it was extended beyond 
that date. New laws not previously listed 
will be reported in the June issue of THE 
TAx MAGAZINE. 


Chain Store Tax.—H. B. No. 77 levies 
a chain store tax. Withdrawn. 


H. B. No. 306 levies flat unit chain store 
tax; rates $2 to $300. 


| 


Approved Feb- | 
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H. B. 
rates $5 
income. 

S. B. No. 42 levies a chain store tax. 


No. 311 levies chain store tax; 
to $155 and 4% to 54%4% on gross 


| Withdrawn. 


S. B. No. 172 levies a chain store tax; 
rate $5 to $155. 


Gasoline Tax.—%S. B. No. 15 provides 
that gasoline tax refund be made perma- 
nent rather than annual. Approved April 
1, 1935. 

S. B. No. 166 levies 1% cent additional 
tax on gasoline not containing 10 per cent 
corn alcohol. 


Gross Income.—H. B. No. 101 levies one 
per cent gross income tax. Indefinitely 
postponed. 


Income Taxes.—H. B. No. 302 increases 
all net income tax rates. Indefinitely post- 
poned. ; 

H. B. No. 321 increases income tax rates 
on higher brackets. Indefinitely postponed 
in House. 

S. B. No. 78 amends income tax exemp- 
tions. Killed in Senate. 

S. B. No. 206 repeals income tax law. 


Inheritance Tax.—%H. B. No. 106 re- 
duces interest and penalties on delinquent 
inheritance taxes from 8% to 7%. Ap- 
proved March 19, 1935. 


Licenses.—H. B. No. 128 provides for 
drug store licenses. Indefinitely postponed 
in House. 

H. B. No. 195 repeals cigarette license 
bond. Indefinitely postponed in House. 

H. B. No. 368 provides for milk dealers’ 
licenses. 

H. B. No. 410 licenses and regulates but- 
ter manufacturers. 

H. B. No. 452 provides for cigarette 
license of $100. 

S. B. No. 159 licenses creameries. In- 
definitely postponed in House. 

S. B. No. 257 licenses slot machines. 

S. B. No. 285 licenses butter manufac- 
turers. Indefinitely postponed in Senate. 

S. B. No. 338 licenses contractors. 


Liquor.—H. B. No. 373 levies a tax of 
one cent per gallon on beer imported into 
State. 


Motor Vehicles.—H. B. No. 24 fixes $10 
license fee for half-ton trucks. Passed 
Senate. 

S. B. No. 163 provides for taxation of 
trucks. 


Property Taxes.—H. B. No. 8 provides 
a three year moratorium on tax sales. 
Withdrawn. i 

H. B. No. 66 limits rate of tax that may 
be levied on agricultural land for school 
purposes. Passed House. 

H. B. No. 88 grants homestead tax ex- 
emptions of $2,500. Vetoed. 

H. B. No. 147 provides for a graduated 
land tax on owners of 320 acres or more. 
Indefinitely postponed in House. 

H. B. No. 166 coordinates taxation of 
public securities and repeals tax exemp- 
tions. Passed House. 

H. B. No. 169 requires money and 
credits and accounts receivable of foreign 
corporations to be taxed at place of busi- 
ness of their branches in Iowa. Passed 
House. 

H. B. No. 188 provides that tax levying 
bodies may appeal from decisions of State 





Board of Assessment and Review. Passed 
| House. 
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H. B. No. 355 provides for partial pay- | 


ment of taxes; not less than 10 per cent. 


H. B. No. 387 extends time for payment 
of 1935 taxes. 


H. B. No. 471 provides for remission of 
unpaid capital stock taxes on banks in re- 
ceivership. 


S. B. No. 199 extends delinquent date 
for taxes payable in 1935 to July Ist. In 
hands of Governor. 

S. B. No. 217 provides for continuing 
Beatty-Bennett Law for two years. 

S. B. No. 237 revises tax limits of special 
charter cities. 

S. B. No. 347 provides for adjustment 
and payment of delinquent taxes. 

S. B. No. 349 fixes interest on delinquent 
taxes at 8 per cent. 

S. B. No. 365 levies a tax on realty mort- 
gages. 


Sales Tax.—H. B. No. 107 increases sales 
tax to 3 per cent. Indefinitely postponed. 

H. B. No. 196 exempts purchases of 
charitable and fraternal societies from sales 
tax. Indefinitely postponed in House. 

H. B. No. 279 repeals sales tax. 
nitely postponed in House. 


S. B. No. 148 exempts political subdivi- | 


sions from sales tax. 
S. B. No. 280 repeals present sales tax 
and enacts graduated sales tax. 


Utilities—H. B. No. 376 levies a tax on 
natural gas pipe lines. 

S. B. No. 219 levies 5 per cent gross 
receipts tax on pipe lines. 


LOUISIANA 


Second Special Session Adjourned.—Thie fF 
Louisiana Legislature convened for a sec- FJ 


Indef- | 


ond 1935 special session on April 15, and§ 


adjourned April 20. Tax 


TAX MAGAZINE. 


MAINE 


laws enacted ff 
will be reported in the June issue of THEP 
) req 
} cen 


Adjournment of Legislature——The 1935) 


regular session of the Maine legislature 
which convened on January 2, 1935, ad- 
journed sine die on April 6, 1935. The 
following have been enacted into law. 


Further approvals will be listed in the! 


June issue of THE Tax MAGAZINE. 


Billboards.—%S. B. No. 625 regulates | 


billboards. Approved April 6, 1935. 


Chain Stores.—%S. B. No. 375 provides | 


for notice to delinquent store taxpayer by 
registered mail. 


Approved March 30, 1935. ; 


Liquors.—%S. B. No. 347 provides for a | 


$300 license fee to be paid by each whole- 
sale malt liquor warehouse. 
April 6, 1935. 

*H. B. No. 1606, provides that convic- 
tion within 10 years shall be a bar to secur- 
ing liquor license. Approved March 22, 
1935. 


Motor Vehicles.—¥S. B. No. 139 author- 
izes a temporary automobile number plate. 
Approved March 22, 1935. 

*S. B. No. 290 provides for retaliatory 
double registration fees for auto registra- 
tions. Approved March 22, 1935. 

*S. B. No. 328 provides for a fifteen 
mile reciprocity zone beyond State lines 
for auto registration. Approved April 6, 
1935. 
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May, 1935 


*S. B. No. 652 provides that no part of 


automobile registration fees shall be re- 
bated. Approved April 1, 1935. 


Oleomargarine.—%H. B. No. 1543 pro- 


vides for a tax of 10¢ per pound on oleo- 
margarine. 


Approved March 16, 1935. 


Property Taxes.—%H. B. No. 693 amends 
the law relative to enforcement of tax liens. 
Approved March 12, 1935. 

*H. No. 1851 regulates the supple- 
mentary tax assessment. Approved April 
6, 1935. 


MARYLAND 


Adjournment.—The regular 1935 session 
adjourned sine die April 1, 1935, Following 
is a list of bills which have passed both 
houses or become law: 


Alcoholic Beverage Taxes.—H. B. No. 
455 relates to the method of paying taxes 
on alcoholic beverages. Passed both 
houses. 


Gasoline Tax.—H. B. No. 10 exempts 
motor boats from the payment of gasoline 
tax. Passed both houses. 


Inheritance Tax.—S. B. No. 449 elimi- 
nates the provision which prohibits tax on 
increased value of estate subsequent to 
death of decedent. Passed both houses. 


Motor Vehicle Registration.—H. B. No. 
403 relates to licenses of new residents of 
the State. Passed both houses. 

H. B. No. 555 adds Sec. 182A to Art. 56, 
Annotated Code, relating to the registra- 
tion of semi-trailers. Passed both houses. 

S. B. No. 11 provides for the registration 
of motor vehicles and the issuing of li- 
censes by the county treasurers of the sev- 
eral counties. Passed both houses. 

S. B. No. 86 eliminates the provision 


| requiring chauffeurs to secure annual li- 


censes. Passed both houses. 


Property Taxes.—H. B. No. 389 author- 
izes every county, city or incorporated town 
to provide for the abatement of interest 
and penalties on taxes levied or accrued 
for the fiscal year 1933 or any year prior 
thereto, and for the payment of install- 
ments of such delinquent taxes over a 
period of five years. Passed both houses. 

H. B. No. 529 relates to the defenses 
which may be raised in suits for collection 
of taxes and the rights of taxpayers to 
recover taxes erroneously paid. Passed 
both houses. 

H. B. No. 563 amends Sec. 4 of Art. 81, 
Annotated Code, adds Secs. 141A and 141B 
and repeals Paragraph (b) of Sec. 8 of said 
article, to impose an excise tax on income 
from foreign fiduciaries. Passed both 
houses. 

H. B. No. 564 amends Paragraph (a) of 
Sec. 8 of Art. 81, Annotated Code relating 
to the exemption from taxation of certain 
kinds of intangible personal property held 
by trustees under trusts created by non- 
residents or by foreign corporations. 
Passed both houses. 

S. B. No. 59 grants exemption from tax- 
ation to certain vessels in foreign coastwise 
commerce and to certain large aircraft 
until December 31, 1945. Passed both 
houses. 

S. B. No. 103 fixes the time for the next 
general assessment in 1937. Passed both 
houses. 


























PENDING STATE TAX LEGISLATION 


Sales Tax.—y%eH. B. No. 532 (Ch. 188) 
provides for a 1% sales tax for unemploy- 
ment relief. Approved April 1, 1935. 

*S. B. No. 464 (Ch. 539) imposes a tax 
of 1% of fair market value of motor ve- 
hicles at the time of application for original 
certificate of title, and exempts receipts of 
motor vehicle dealers from sale of motor 


vehicles from the sales tax. Approved 
April 4, 1935. 
MASSACHUSETTS 


Alcoholic Beverages.—S. B. No. 456 fur- 
ther regulates the number of licenses in 
certain towns for the sale of alcoholic bev- 
erages. 

*H. B. No. 1416 makes certain inn- 
keepers’ licenses coterminous with licenses 
granted for sale of alcoholic beverages. 
Approved March 26, 1935. 


Gasoline.—H. B. No. 1892 relates to the 
taxation of sales of gasoline and certain 
other motor vehicle fuel. 


Income Tax.—%H. B. No. 23 amends 
section relative to the verification of in- 
come tax returns. Approved April 10, 1935. 

*H. B. No. 296 amends section relative 
to disclosure of certain tax returns. Ap- 
proved April 10, 1935. 

H. B. No. 384 changes the laws relating 
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*H. B. No. 1903 abates taxes upon in- 
terests of individuals and partnerships in 
certain ships and vessels. Approved April 
1, 1935. 

H. B. No. 1914 relates to the redemption 
by installment payments of land taken or 
sold for non-payment of taxes. 

H. B. No. 1916 relates to the assessment 
of property upon the failure of the asses- 
sors to act. Passed House. 

H. B. No. 1960 relates to certain tax liens 
upon real estate taken by right of eminent 
domain. Passed both Houses. 


MICHIGAN 


Automobiles—Sales Tax.—S. B. No. 353 
imposes a $25 inspection fee for all cars 
purchased outside the state to avoid the 
sales tax. 


Chain Stores—Filling Stations——H. B. 
352 and S. B. 2410 define chain stores to 
include filling stations. 


Commission to Study Taxation.—S. B. 
No. 365 creates a commission to study the 
state tax situation. 


Fair Trade Commission.—S. B. No. 258 
licenses wholesalers, retailers and jobbers; 
creates a Fair Trade Commission. 


Forest Reserve Tax.—S. B. 286 reduces 





to the taxation of banks, manufacturing 
and business corporations. Killed in both 
Houses. 


Inflammable Materials —yS. B. No. 151 
provides for licenses and fees for storing, 
manufacturing and selling certain volatile 


and inflammable materials. Approved April 
a, 1935. 


Inheritance Tax.—H. B. No. 1923 in- 
creases the rate of taxation on legacies and 
successions. 


Milk. H. B. No. 1490 licenses the pro- 
duction, sale and distribution of milk. Ap- 
proved March 19, 1935. 

*H. B. No. 1904 defines the word “pro- 
ducers” with respect to the licensing and 
bond of dealers in milk or cream. Ap- 
proved April 4, 1935. 


Property Taxes.—S. B. No. 459 relates 
to informal procedure before the board of 
tax appeals. 

S. B. No. 470 excepts real estate taxes 
from the laws authorizing the collection 
of local taxes by imprisonment. Passed 
Senate. 

S. B. No. 473 reduces the rate of interest 
on sums reimbursed when local taxes al- 
ready paid are later rebated. 

H. B. No. 15 relative to refunds to hold- 
ers of tax titles judicially adjudged invalid. 
Passed bofh Houses. 

H. B. No. 17 relative to sale of lands of 
low value held by city or town under tax 
titles. Passed both Houses. 

H. B. No. 293 relative to interest on un- 
paid taxes. Killed in both Houses. 


Passed House. 
House. 


from local taxes. Killed in House. 


interest on unpaid local taxes. 
April 10, 1935. 


H. B. No. 295 relative to invalid tax titles. 


H. B. No. 371 relates to exemption from 
local taxation of certain property. Passed 


H. B. No. 377 provides for the partial 
exemption of certain homes and homesteads 


%*H. B. No. 1886 reduces the rates of 
Approved 


the forest reserve tax from 10 cents to 3 
cents. 


Franchise Tax.—S. B. 168 relates to the 
annual franchise tax on corporations. 


Gasoline Tax.—S. B. 244 defines motor 
fuel to be any combustible liquid. 

S. B. 290 defines gasoline to include all 
liquids which are used to propel motor 
vehicles. 


Ice Cream—Retailers’ Tax.—S. B. 203 in- 
creases retailers’ tax on ice cream from $5 
to $10. Passed Senate. 


Income Tax.—H. J. R. “P” provides for 
a tax on incomes of $5,000 or over. 


Installment Tax Payment.—H. B. 380 
and S. B. 345 make all taxes due upon 
failure to pay any installment. 


Motor Truck Licenses.—S. B. 159 fixes 
the license fee on freight carrying motor 
trucks by fixing the $25 fee to be on ve- 
hicles of no more than 2 tons. _ 


Motor Vehicle Registration.—S. B. 373 
reduces passenger car weight taxes to 15 
cents per cwt. up to 3500 lbs. and 25 cents 
per cwt. above 3500 lbs. 


Motor Vehicles.—S. B. 163 relates to 
vehicles transporting persons, freight and 
merchandise for hire. 


Municipal Tax Lien.—H. B. 383 makes 
municipal tax lien prior to state tax lien 
on delinquent tax property. 


Personal Exemptions—H. B. 373 in- 
creases exemption on household furniture 
to $1500. 


Railroads’ Taxation—Installment.—H. B. 
501 provides that railroad taxes may be 
paid in two installments. 





Sales Tax.—H. B. 375 reduces the sales 
tax from 3 to 2 per cent. 


Sales Tax Exemptions.—S. B. 352 ex- 
empts religious, charitable and educational 
institutions from the sales tax. 
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Sales Tax—Tokens.—H. B. 407 provides 
that sales tax shall be paid by consumer 
in the form of tokens or coins. 


Severance Tax—Gas and Oil.—H. B. 225 
increases the severance from 2’per cent to 
3 per cent. 


State Tax Commission.—H. B. 491 abol- 
ishes the state tax commission. 


Uniform Taxation.—S. J. R. “L” repeals 
the uniform tax provisions of the constitu- 
tion and permits the legislature to impose 
taxes upon property as they will. 


Vending Machines.—S. B. 245 licenses 
vending machines at $1.00 per machine. 


MINNESOTA 


Adjournment.—The 1935 regular session 
of the Minnesota Legislature was adjourned 
April 25. New laws not previously listed 
will be reported in the June issue of THE 
Tax MAGAZINE. 


Chain Farming Tax.—H. B. No. 1663 
(and S. B. No. 1561) levies a chain farming 
tax; rates $5 to $30. 


Chain Store Tax.—H. B. No. 475 adds 
restaurants to chain store tax. Indefinitely 
postponed. 

S. B. No. 440 includes filling stations in 
chain store tax. Indefinitely postponed in 
Senate. 


Gasoline Tax.—H. B. No. 596 gives half 
of 3 per cent rebate to dealer. Passed 
Senate. 

H. B. No. 650 includes kerosene and alco- 
hol as taxable fuels. Withdrawn. 

H. B. No. 1169 (and S. B. No. 1080) in- 
cludes kerosene and alcohol in fuels tax. 

H. B. No. 1200 (and S. B. No. 1077) ex- 
empts municipalities from motor fuel tax. 

H. B. No. 1201 (and S. B. No. 1078) makes 
it a misdemeanor to operate gas station 
with untaxed gasoline. 

H. B. No. 1202 (and S. B. No. 1709) in- 
cludes kerosene and oil under gasoline tax 
law. 

S. B. No. 1080 includes kerosene and 
alcohol in gasoline tax. 


Gross Income Tax.—S. B. No. 1168 lev- 
ies a gross income tax of ¥% of 1 per cent. 


Income Tax.—S. B. 957 increases net 
income tax rates. 


Inheritance Tax.—H. B. No. 293 increases 
inheritance taxes. Withdrawn. 

H. B. No. 1102 increases inheritance tax. 

S. B. No. 949 levies gift and transfer 
taxes. 

S. B. No. 1190 increases inheritance tax 
rate. 

S. B. No. 1208 levies a transfer tax on 
joint accounts. 

S. B. No. 1526 provides for inheritance 
tax on one-half of joint accounts. 


Iron Mining.—S. B. No. 962 increases 
iron ore occupation tax to 15 per cent. 

S. B. No. 963 increases iron ore royalty 
tax to 15 per cent. 


Licenses.—H. B. No. 264 licenses live- 
stock buyers. Passed House. 

H. B. No. 691 licenses wholesale dealers. 
Passed Senate. 

H. B. No. 1151 (and S. B. No. 1041) 
amends the cigarette license law. 

%* H. B. No. 1238 licenses movie machines 
in certain villages. Approved April 11, 
1935. 
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Motor Vehicles.—H. B. No. 31 reduces 
1935 motor vehicle fees to rate for 1933-34. 
Withdrawn. 

*H. B. No. 340 prohibits motor vehicle 
tax refunds for years prior to 1933 because 
of non-use. Approved April 11, 1935. 

*H. B. No. 344 provides for “in transit” 
licenses. Approved April 11, 1935. 

H. B. No. 639 makes 1933 motor vehicle 
fee reduction permanent. Withdrawn. 

*S. B. No. 1012 fixes time for registra- 
tion of motor vehicles. Approved March 
14, 1935. 

S. B. No. 1577 extends date for paying 
motor vehicle taxes to May Ist this year. 
Passed House. 


Oleomargarine.—H. B. No. 1486 increases 
oleomargarine tax to 15 cents per pound. 


Property Taxes.—H. B. No. 22 exempts 
household personal property and farm ma- 
chinery. Passed House. 

H. B. No. 444 is a tax limitation law. 
Passed House. 

H. B. No. 1066 abolishes state tax levy. 

H. B. No. 1071 (and S. B. No. 785) levies 
a corporate excess tax. 

H. B. No. 1092 changes assessed value to 
full value. 

H. B. No. 1094 reclassifies property for 
assessment. 

H. B. 1253 provides that land delinquent 
for 1932-1934 shall be treated as though 
1934 was first year of delinquency. 

H. B. No. 1272 (and S. B. No. 1161) di- 
rects Tax Commission to compromise taxes 
on bank shares. 

H. B. No. 1309 defines homesteads for 
tax purposes. 

H. B. No. 1390 makes assessment 12% 
instead of 20% on unplatted real estate; 
and on homesteads 15%. 

H. B. No. 1416 imposes corporate ex- 
cess tax of $1 per $1,000. 

H. B. No. 1437 provides for appeals to 
district courts for equalization. 

B. No. 1560 is a tax limitation law. 
Passed House. 

H. B. No. 1656 provides for changes in 
classifications of property. 

*S. B. No. 39 is a tax limitation law 
for school districts. Passed over veto. 

*S. B. No. 40 is a tax limitation law 
for townships. Passed over’ veto. 

*S. B. No. 41 is a tax limitation law for 
villages. Passed over veto. 

S. B. No. 45 is a tax limitation law for 
tangible property. Indefinitely postponed 
in Senate. 

S. B. No. 559 amends property classifica- 
tion law. Passed Senate. 

S. B. No. 1327 provides for payment of 
taxes under protest. 

S. B. No. 1479 reduces assessed value 
of certain mined iron to 10 per cent. 

S. B. No. 1595 grants 5 year tax exemp- 
tion to new homes up to $4 


Revenue Act.—H. B. No. 1564 is a gen- 
eral revenue bill containing income tax, 
sales tax, utilities taxes, inheritance and 
gift taxes and excise taxes. S. B. No. 1473 
is a companion bill. Passed Senate. 


Sales Tax.—H. B. No. 1496 levies 2 per 


cent sales tax on mail order business. 


Utilities —H. B. No. 652 levies tax of 5 
cents per 1000 cubic feet on natural gas. 
Indefinitely postponed. 


May, 1935 


H. B. No. 1190 levies 7 per cent tax on 
gross earnings of railroads. 

H No. 1674 (and S. B. No. 1586) 
authorizes St. Paul to license utilities. 

S. B. No. 246 exempts rural telephone 
companies from gross earnings tax. 
definitely postponed in Senate. 


MISSOURI 


Horse Racing Tax.—S. B. 6 imposes a 
tax on horse racing. Passed Senate. 


In- J 


Inheritance Tax.—S. B. 107 relates to J 


collection of inheritance taxes. Passed 
Senate. 

S. B. 144 relates to property subject to 
taxation and transfers in contemplation of 


death. Killed in Senate. 


Merchants’ Tax.—S. B. 124 relates to the 
taxation of merchants and the bonds to be 
given in certain cases. Passed Senate. 


Motor Transportation.—H. B. 510 regu- 
lates and licenses transportation on the 
highways. Passed House. 


Motor Vehicles.—H. B. 459 relates to 
speed limits and license taxes. Passed 
House. 


Poultry Dealers.—H. B. 485 regulates and 


licenses poultry dealers. Passed House. 


Property Taxes.—S. B. 57 relates to de- 
linquent back taxes. Passed both houses. 


Slot Machines.—H. B. 256 licenses slot, 
vending and weighing machines. Passed 
House. 


‘Vendors’ License Tax.—S. B. 131 licenses 
itinerant vendors and coal dealers. Passed 
Senate. 


MONTANA 


Adjournment of Legislature—The 1935 
regular session of the Montana Legislature 
which convened on January 7, 1935, ad- 
journed sine die on March 11, 1935. The 
following laws, in addition to ‘those previ- 
ously reported, have been approved or 
vetoed. 


Contractors—y%H. B. No. 331 provides 
for the registration of public contractors. 
Approved March 13, 1935. 


Gasoline.—S. B. No. 58 relates to the 
payment of license taxes by gasoline deal- 
ers. Approved March 13, 1935. 

S. B. No. 217 relates to revocation of 
licenses to sell gasoline by the public serv- 
ice commission. Approved March 13, 1935. 


Income Tax.—¥S. B. No. 218 relates to 
gain or loss from sale or exchange of prop- 
erty for income tax determination. Ap- 
proved March 13, 1935. 


Inheritance Tax.—ykH. B. No. 364 re- 
lates to the inheritance tax. Approved 
March 14, 1935. 


Mines.—_ % H. B. No. 449 relates to the 
statement of the gross yield of mines for 


taxation purposes. Approved March 16, 
1935 


Property Taxes.—¥xS. B. No. 18 provides 
for the payment of delinquent taxes in in- 
stallments. Approved March 13, 1935. 

*S. B. No. 25 authorizes increases of 
indebtedness of cities to within three per 
cent of the assessed valuation. Approved 
March 2, 1935. 
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*S. B. No. 73 relates to the lien of per- 
sonal property taxes and defines priority 
of personal property taxes. Approved 
March 13, 1935. 

*S. B. No. 91 provides for tax levies to 
be made and fixed by county commission- 
ers. Approved March 13, 1935. 


Utilities —y%eH. B. No. 109 amends act 
imposing license tax on the gross pro- 
ceeds of electricity. Approved February 
14, 1935. 

*H. B. No. 303 doubles telegraph license 
tax. Approved March 13, 1935. 


NEBRASKA 


Chain Store Tax.—S. B. No. 139 provides 
for a chain store license tax at the rate 
of three dollars for a single store to $250 
over ry stores. Passed Senate April 
10, 1935. 


Constitutional Amendment.—H. B. No. 
546 introduces a constitutional amendment 
limiting the property tax to one per cent 
of its true value. Indefinitely postponed. 


Farm Grain Storage.—%xH. B. No. 131 
provides that excess fees which are col- 
lected by the State Railway Commission 
on storage of grain shall be returned to 
each farmer. Approved March 20, 1935. 


Gas Station Tax.—H. B. No. 361 imposes 
an occupation tax of $100 on chain filling 
stations of five or more stations. In- 
definitely postponed April 14, 1935. 


Motor Vehicles—Registration.— H. B. 
No. 333 changes the delinquency date of 
annual renewal of registration fees from 
March 1 to February 1 in counties over 
80,000. Passed House. 

H. B. No. 364 provides that commercial 
trucks entering Nebraska be inspected and 
pay fees on a mileage basis. Indefinitely 
postponed, April 5, 1935. 


Property Taxes.—S. B. No. 22 amends 
Sec. 16-667 Supp. 1933 relating to municipal 
corporations and provides that cities of 
more than 5000 and less than 25,000 inhab- 
itants may levy a property tax for park 
purposes. Passed Senate. 

*S. B. No. 241 provides for a special tax 
levy for the care of patients in State hos- 
pitals. Approved April 9, 1935. 


Property Taxes—Delinquent Taxes.—H. 
B. No. 78 cancels the interest on delinquent 
taxes for 1933 and prior years if paid by 
September 30, 1936. Passed Senate. 


Property Taxes—Intangibles.—H. B. No. 
135 changes the administrative intangible 
tax measure as follows. Class A: Ten 
mills instead of twenty-six; Class B: Raised 
from eight to thirty-two mills. Killed 
March 27, 1935. 


Real Estate Brokers.—S. B. No. 78 pro- 
vides that the license fees for real estate 
brokers shall be $5 and for salesmen $2. 
Passed Senate. 


Road Taxes—*H. B. No. 60 amends 
Sec. 39-206 Statutes 1929 relating to col- 
lection and disposition of road taxes col- 
ay by counties. Approved March 6, 
1935. 

*H. B. No. 61 amends Sec. 16-710 Stat- 
utes 1929 relating to disposition of road 
taxes collected in cities of first class. Ap- 
proved March 11, 1935. 


PENDING STATE TAX LEGISLATION 


the imposition of a sales tax. 
postponed. April 10, 1935. 


14 creates a 
regulate pari-mutuel betting. 
March 12, 1935. 
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Sales Tax.—H. B. No. 352 provides for 


Oleomargarine.—A. B. No. 9 imposes a 
Indefinitely 


tax of 10¢ per pound on butter substitutes. 
Vetoed March 21, 1935. 


Property Taxes.—%xS. B. No. 68 re-en- 
acts 1929 Code Sec. 6419 to eliminate pro- 
visions for assessing improvements to real 
estate as personal property where there was 
reason to believe the improvements were 
to be removed to the detriment of the 
property’s taxable value. Approved and 
effective March 27, 1935. 


State ing Commission.—¥S. B. No. 
tate racing commission to 
Approved 


NEVADA 


sion of the Nevada Legislature adjourned 
sine die March 21, 1935. Consequently only 
measures enacted into law, passage by both 
— and vetoes have been reported be- 
ow. 


establishes a state administered liquor and 
beer control, license, and tax law effective 
May 1, 1935. Approved April 1, 1935. 


Sec. 4 of 
bonds of collection agencies. 
March 28, 1935. 


all corporations subject to the Act of 1925 
and repeals the Corporation Act of 1903. 
Approved March 20, 1935; retroactively ef- 


delinquent ten years may be reinstated on 
paying 1935 fees. 


Adjournment.—The 1935 Regular Ses- 













Alcoholic Beverages.—y%eA. B. No. 40 


Collection Agents.—%S. B. No. 78 amends 
Ch. 237, L. 1931, in regard to 
Approved 


Corporation Acts.—S. B. No. 27 makes 


fective as of March 1, 1935. 
A. B. No. 223 provides that corporations 


Vetoed April 2, 1935. 
Gasoline Tax—yA. B. No. 88 imposes 


a new motor vehicle fuel tax, collectible 
from dealers and others on the twenty- 
fifth of the month on the basis of reports 
due at the same time of sales made dur- 
ing the preceding calendar month; tax-is 
4¢ per gallon; dealers’ licenses (fee $5) 


and bonds are required. Approved March 
22, 1935; effective April 1, 1935. 


Insurance.—y¥S. B. No. 7 amends the 
insurance law. Approved March 28, 1935. 

*A. B. No. 178 provides for licensing 
insurance agents, and their qualifications. 
Approved March 21, 1935. 


Motor. Vehicles.— A. B. No. 246 amends 
the title of, and the Motor Carrier Law, 
to omit the exception of hearses from the 
definition of vehicles subject to the Act, 
redefines private carriers, modifies the ex- 
emption of certain vehicles operating 
exclusively within a given radius of mu- 
nicipalities and the exemption of trans- 
portation of ores, etc., and exempts certain 
sight-seeing busses and certain light-weight 
private carriers of property, imposes spe- 
cial temporary fees on motor convoy car- 
riers, provides for half-rate fees where 
business is begun on or after July 1, re- 
peals the requirement of a public liability 
insurance policy as prerequisite to obtain- 
ing licenses and substitutes reports of 
accidents, and makes administrative changes 
in the Act. Approved and effective April 
1, 1935. 

* A. B. No. 266 amends Sec. 25 of the 


motor vehicle license law to impose the} 


a method of licensing retail stores. 
in House. 


istration. 


Real Estate Brokers—ykA. B. No. 102 


amends the real estate brokers’ license law. 
Approved March 29, 1935. 


NEW HAMPSHIRE 


Chain Store Tax.—H. B. 217 provides for 
Killed 


H. T. N. 382 creates a commission to 


investigate the alleged unfair practices of 
chain stores. 


H. B. 370 imposes a chain store tax. 


Killed in House. 


Lottery.—H. B. No. 136 provides for a 


state lottery. Killed in House. 


Motor Vehicles—Insurance.—S. B. No. 


38 provides for a compulsory motor vehicle 
liability insurance law. 


Motor Vehicles—Registration—H. B. 1 
relates to expiration of motor vehicle reg- 
Killed in House. 

H. B. 16 changes date of motor vehicle 
registration to April 1. Killed in House. 

H. B. 208 relates to the license fees for 
registration of motor vehicles. Killed in 
House. 

H. B. 280 revises motor vehicle registra- 
tion fees. Passed House. 


Oleomargarine Tax.—H. B. 346 imposes 
excise tax on oleomargarine sold in state. 
Passed both Houses. 


Property Taxes.—H. B. 22 reduces the 
interest charged for late payment of taxes 
from 10 to 5 per cent. Killed in House. 


Tax Collectors—H. B. 378 provides for 
election of tax collectors. 


NEW JERSEY 


Alcoholic Beverages——S. B. No. 291 
establishes fee of $5 for permit for solicitor 
for sale of alcoholic beverages. Passed 
Senate. 


Inheritance Tax.—yeA. B. Nos. 267, 268 
and 269, repeal and re-enact certain portions 
of the Inheritance Tax Law relative to 
exemptions. Approved March 25, 1935. 


Motor Vehicles—ykA. B. No. 37 pro- 
hibits municipalities from levying fees on 
motor vehicle operators for driving priv- 
ileges. Approved March 26, 1935. 


Property Taxes.—A. B. No. 165 provides 
for the charging of a filing fee of $5 in tax 
appeals for the State Tax Board. Passed 
ouse. 



















































































following fees: passenger cars $5 per ve- 
hicle, motorcycles $5, trucks, trailers, etc., 
under 3,000 Ibs., $5, with refund provisions 
for those who have already paid the 1935 
fee, all other trucks, etc., 45¢ per cwt. 
— weight. Approved April 1, 
1935. 


A. B. No. 192 extends the time for com- 
puting the average rate of taxation. Passed 
both Houses. 

A. B. No. 275 extends for one year the 
operation of the 1933 act to permit appeals 
for tax assessments to the Circuit Court. 
Vetoed March 26, 1935. 
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Utilities— A. B. No. 39 provides for the 
taxation of companies engaged in the pro- 
duction and sale of hydroelectric power. 
Approved March 26, 1935. 

*%A. B. No. 130 permits the’ payment of 
gross receipt taxes without interest in ac- 
cordance with the final judgment of the 
aa Commissioner. Approved March 26, 
19 


NEW YORK 


Adjournment.—The Legislature adjourned 
on April 17. Final list of approvals, not 


heretofore reported, will be included in the| ¢ 


June issue of THE TAx MAGAZINE. 


Beer Licenses.—S. B. 2105 requires li- 
cense to sell bottled beer at retail for con- 
sumption on premises, fee to be $100. 


Building Contractors.—A. B. 2396 licenses 
building contractors with a license fee of 
$25 per year. 


Catering Establishments, License.—A. B. 
2474 amends beverage control law by per- 
mitting the licensing of catering establish- 
ments, ball rooms etc. 


Cattle Dealer’s License—A. B. 1676 
(same as S. B. 1741) imposes a license 
tax on cattle dealers. 


Emergency Tax on Gross Income.—S. B. 
2039 imposes an emergency tax of $4 on the 
gross income of $1,000 or more for the 
year 1935. 


x Estate Tax.—A. B. 977 requires Com- | the 


mission to deposit contested sums received. 
Approved April 2, 1935. Chapter 284. 

A. B. 1953 relates to exemption of cer- 
tain bequests. Passed both houses. 


Exemptions.—S. B. 1912 exempts prop-| 


erty of religious etc., corporations not ac- 
tually used for corporate purposes. 


Foreign Insurers.—A. B. 1442 relates to | 


premium tax on foreign insurers. 
both houses. 

A. B. 2094 relates to taxation of foreign 
corporations and foreign insurers. To 
Governor. S. B. 1618 same subject. Passed 
Senate. 


Franchise Tax.—A. B. 2027 relates to 
dividends and interest paid stockholders. 
Passed both houses. 

S. B. 1783 (same as A. B. 2362) amends 
franchise tax law and law imposing tax 
on unincorporated businesses by including 
receivers etc. in the class subject to the 
tax. Passed both houses. 


Passed 


Fraternal Corporations.—S. B. 1913 strikes 
the exemption in favor of property of a 
fraternal corporation from tax law. 


x% Insurance Tax.—A. B. 2351 requires 
tax as amended by 1935 law to apply to 
business done commencing with calendar 
year 1935. Approved April 11, 1935, Chap- 
ter 365. 


Milk Dealers.—A. B. 2380 (same as S. B. 


1922) relates to licensing milk dealers 
operating stores. 


% Milk Tax.—A. B. 1617 imposes a 1 cent 
tax on each 100 Ibs. of milk sold which 
extends present law to March 31, 
Approved April 17, 1935, Chapter 405. 


Motion Picture Film Tax.—A. B. 


imposing a tax of 2/10th of mill per foot of | classification 
every original motion picture film or copy.! Passed Senate. 


|estate or trust” 


Passed both houses. | 





|tables etc. 
*%Sales Tax.—S. B. 1675 (same as A. B. | 





1936. | 


THE TAX MAGAZINE 


New York City.—S. B. 1799 empowers 
New York City to impose taxes in the 


same manner as the State until June 30, 
1936. 


Oil Refining Tax—A. B. 2264 imposes 
a tax of 2 cents a gallon on refining of 
crude oil. 


% Personal Income Tax—A. B. 2350 
(same as S. B. 1874) requires second pay- 
ment of temporary increase for 1934 to be 
paid two months after due date instead 
of three. Approved April 11, 1935, Chap- 
ter 364. 
% A. B. 2352 (same as S. B. 1876) amends 
h. 35, Laws 1935 so that it will apply to 
returns for taxable years beginning Oct. 1, 
1935 instead of Jan. 1, 1935. Approved 
April 11, 1935, Chapter 366. 

S. B. 744 relates to determination of gain 
and loss. To Governor. 

*% A. B. 962 redefines 


” 6 


“resident,” “resident 
and “partnership.” Ap- 
proved April 2, 1935, Chapter 286. 

* A. B. 966 permits losses from wagering 
to be included in gross income to extent of 
the gains. Approved April 2, 1935, Chap- 
ter 285. 

* A. B. 968 includes insurance receipts 
in gross income. Approved April 2, 1935, 
Chapter 283. 

*S. B. 244 relates to computing tax on 
calendar or fiscal year basis. Approved 
March 26, 1935, Chapter 244. 

A. B. 2092 relates to credit for over- 
payment of tax. To Governor. 

A. B. 1983 relates to gross income and 
inclusion of judge’s salary. Passed | 
House. 

S. B. 1521 same subject. 


Pin Tables Tax.—S. B. 1993 (same as | 
A. B. 2045) imposes an excise tax for the 
privilege of operating pin tables, game 


2249) amends 


“per on” in the sales tax 
law. 


Approved April 12, 1935, Chapter 394 


Savings Bank Tax.—A.°B. 2369 permits | 
savings banks to establish life insurance | 
departments and provides taxation thereof. | 


Stock Transfer Tax.—A. B. 916 tax on 
transfer of certificates selling for $10 or 
less per share shall be at the rate of % of 
1 per cent of actual value of share. Passed 
both houses. 

A. B. 2465 (same as S. B. 2054) eliminates 
exemption of transfers by noncorporate in- 
vestment trust agreements. Passed both 
houses. 


% Unincorporated Businesses Tax.—A..B. 
2353 (same as S. B. 1877) amends 1935 
law imposing a tax on unincorporated busi- 
ar Approved April 11, 1935, Chapter 
367. 


Vehicle and Traffic Law.—S. B. 1812 
suspends license for failure to satisfy judg- 
ment for damages. 

A. B. 609 same subject. 
April 10, 1935. 


* Village Law.—A. B. 686 relating to 
bonds issued in anticipation of certain 
taxes. Approved, March 25, Chapter 240. 


To Governor 


NORTH CAROLINA 


| . Constitutional Amendment.—S. B. No. | 
2467 | 299 amends the Constitution to permit | 
of property for 


taxation. 








To Governor. | 


| House. 





March 7, 1935. 
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Fermented Beverages—H. B. No. 272 
provides for and regulates the manufacture 
and sale of malt, brewed and fermented 
beverages and provides for licenses, excise 
and sales taxes upon the business of deal- 
—“ such beverages. Ratified March 27, 


Fishing Industry —H. B. No. 183 amends 
Sec. 1893 relating to the fishing industry 
in this state. Ratified April 4, 1935. 


Gasoline Taxes—Refunds.—S. B. No. 428 
authorizes the Commissioner of Revenue 
to refund certain gasoline taxes. 

H. B. No. 706 amends Ch. 145, Laws 1931 
relating to refund of gasoline taxes. Passed | 


House. 


General Revenue Bill—H. B. No. 32 is 
the general revenue bill. Passed House 
March 26, 1935. 


Machinery Act.—H. B. No. 1033 provides 
for listing and valuation of all property, 
real, personal and mixed, at its true value 
in money. 


Motor Vehicles.—H. B. No. 710 provides 
for the payment of fees for motor vehicle 
licenses for the first half of the year. 

H. B. No. 827 amends Ch. 375, Sec. 29, } 
Laws 1933, relating to motor vehicle license | 
fees. Passed House. 


Oleomargarine Excise Tax.—H. B. No. 
683 provides for a 10¢ tax on oleomargarine. § 


Peanuts.—H. B. No. 939 imposes a li- 
cense tax of $100 upon persons buying and 
hauling peanuts for private profit. 


Property Taxes.—S. B. No. 403 regulates 
\the foreclosure of tax liens in the several 
|counties and municipalities of the State. 

*H. B. No. 451 amends Sec. 2722 (a) 


|Cons. Statutes in reference to apportion- 


ment of assessments. 
1935. 


H. B. No. 735 sets up and establishes 


Ratified February 235, 


|liens of taxes and the methods, processes 


and proceedings for sales of real prop- 
erty for failure to pay taxes. 

H. B. No. 714 authorizes the refunding 
of taxes erroneously or illegally collected 
by any county or municipality. Passed 


H. B. No. 896 amends Sec. 507, Ch. 204, 
Laws 1933 relating to date for listing taxes. 

H. B. No. 1014 authorizes the appoint- | 
ment of a committee of the House of | 
Representatives and the Senate to draft a J 
uniform bill regulating the collection of 
taxes and the procedure for the foreclosure 
of tax sales and liens. 


Real Estate Brokers.—H. B. No. 799 
amends Ch. 241, Laws 1927, relating to the 
regulation and licensing of real estate 
brokers. Passed House. 


NORTH DAKOTA 


_ The following concludes the list_of taxa- 
tion measures approved by the Governor 
(adjourned March 9): 


Licenses.—%S. B. No. 161 licenses live- 
stock dealers. Approved March 6, 1935 


Motor Vehicles.—%xS. B. No. 88 amends 
the motor vehicle law. Approved Marchi 


12, 1935. 
*S. B. No. 177 amends the motor vehicle 
registration and taxation law. Approved 


(Continued on page 312) 
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First Monday in June arbitrary assessment for property taxes. linquent. ‘ 
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f t hall f 
Monday in June of the year of assessment but, as due. we ths og y taxation _ Pm = before this 
between grantor and grantee, the lien attaches | June 25 Cate een oe or oe ee ey SS eee 
79y on the first Monday in January thereafter. , Application to Board of Equalization for hearing (2nd Monday = January), file with the county 
D. ; se merchant required to take the re value on electric, gas, power and water corporation Perse pa eng oe —_— yoo onttge 
to the of property in his possession or under his con- assessments due. oe asers, § Ss, etc., Claiming exemp- 
estate trol during the year immediately preceding the tions from property taxation shall appear each 
ste first Monday in June of the year in which the year before the County Board of Equalization 
assessment is made, etc. ; , x DELAWARE between, dts date ane the 4th Monday of July, 
June 15 June 1—— <= ee and each person claiming such exemption shall 
Monthly sales tax report and remittance due. Last ~~ for completition of school tax assessment under oath give full and complete information 
June 30 _in Wilmington. of his financial status to such Board and shall 
Permits for the sale of tobacco and tobacco prod- Kent County property taxes payable. ' make true answers to all questions propounded 
’ ucts expire June 30 next ensuing date of issu- Following licenses expire: General occupational, touching his right to exemption. 
| taxa- ance optometrists’, peddlers’, peddlers and hucksters The Board of County Commissioners of each 
vernor If motor vehicle registrations and licenses are for New Castle County, vendors of deadly county in Idaho shall meet as a Board of 
issued after June 30th and prior to September Bee Saeco eed Equalization on this date each year for the 
30th, the charge is one-half of that for the cal License fee for branch stores and application due purpose of equalizing the assessment of property 
7 oo endar year. and payable without penalty to June 30. on the real property roll, and shall determine 
S ive All fees prescribed are for each calendar year Merchants’ license fees and anplications due and complaints in regard to the assessment of such 
1935 provided that registration of license upon which — —s pony ~~ a. 3 d Otned” and allow or disallow exemptions 
th ce Sammaet autor 4 saa S00. Manufacturers’ license s and applications due claimed. 
mends bey ave based bs 3 ccatinaall i and payable without: penalty to June 30. Second half of all taxes extended on real property 
March CALIFORNIA First Monday assessment roll must be paid to county treasurer 
June 1 Gross receipts tax on steam, gas and electric com- j — to this date. 
Beer and wine (manufacturers and importers) panies due. une 3 - : : 
ditiiele monthly tax due. June 30—— : At the time of filing a certified copy of the articles 
| Collection agencies’ application for renewal of Licenses for manufacture of non-alcoholic bever- of incorporation of any corporation, when filed 
: g PT : - ; s 
proved license due. ages and alcoholic beverage licenses expire. on or between the Ist day of April and the 
Gasoline tax due; distributors required to make Gasoline tax, report and tax cae. 30th day of June, a sum equal to one-fourth of 
physical inventory. License fee for branch stores delinquent. 
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the annual license tax shall be paid. 
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ILLINOIS ' 

June 1 

Commission merchants’ 
and annual fee due. 


June 15 ’ 
Petroleum products inspection fees for April due. 
Retailers’ occupation (sales) tax reports and taxes 
due. 

Alcoholic beverages tax return of manufacturers 
and importing distributors due between Ist and 
15th of each month. 


June 20—— ; 
Last day for distributors of motor vehicle fuel to 
make monthly returns and to pay tax. 
Last day for non-distributors to file monthly motor 
vehicle fuel report and to pay tax. 
Last day for registered brokers to make return of 
sales of motor fuel. 


June 25 
Last day to file objections to assessment of fran- 
chise tax. 
June 30 . 
Annual license fee for fur-bearing animal breeders 
due. 
Game breeders’ annual license fee due. 
Last day for carriers to file monthly report of 
motor fuel deliveries. 
Taxidermists’ licenses expire on this date. 





applications for license 











INDIANA 





June 1 ; : 
Nursery stock inspection certificates expire. 
Semi-monthly payment of excise taxes on malt 

products and alcoholic beverages due. 

June 10—— 

Petroleum oils inspection fees due. 

June 15 

Bank and trust company reports due. 

Imitation condensed milk tax due. 

Common carriers’ gasoline reports due. 

Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 

June 20—— 





Bank and trust company taxes and building and | 


loan association reports and taxes due. 
June 25—— 
Gasoline dealers’ reports and taxes due. 
Ten Days Before First Tuesday After First Monday 








of July ; : 
Applications for revision of assessments of public 
utilities required 10 days before second meeting 

on first Tuesday after first Monday of July. 
June 30 : 
Livestock buyers’ licenses expire. 








IOWA 
June 30 


Employment offices: License expires annually on 
this date. 


KANSAS 
June 1 . 
City amusement licenses expire. 2 
Commission merchants’ (farm produce) applica- 
tions due. ; 
Nursery stock inspection certificates expire. 
First Week—— . 
Public warehouses required to publish schedules of 
rates. 
June 19 é 
Car company property tax returns delinquent. 
June 15 : 
Motor carrier reports and fees due and lien at- 
taches. 
June 20—— bs oth : 
Authority of Tax Commission to correct clerical 
errors expires. 
Second installment of property taxes delinquent. 
June 25 
Gasoline reports and taxes due. 
June 29 
Corporations subject to forfeiture of charter or 
revocation of authority 90 days after time for 
filing franchise tax reports and paying fees. 
June 30 
All second class city licenses except for shows, 
theatres and other exhibitions expire on this 
date or December 31. 
Mussel licenses expire. 
Bonded warehousemen’s licenses expire. 




















KENTUCKY 





June 1 ‘ ’ 

First half of ad valorem taxes in cities of second 
class due. 
Taxes due in cities of third class. 
June 10 
Refinery monthly report due. cp 
Monthly excise tax report of blenders and rectifiers 
of distilled spirits and excess tax due. 

Monthly alcoholic beverage report of hotels, res- 
taurants and clubs due. 

Breweries and manufacturers of beer and wine file 
monthly report and pay barrel tax on this date. 

june 15 
Motor carrier mileage tax due. 

Monthly sales tax report showing total gross re- 
ceipts made during May and tax due. 
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June 20—— 
Crude petroleum transporters’ monthly report due. 
Oil production tax due. 
June 30—— 
Slaughter house reports due on this date or within 
20 days thereafter. 
Gasoline reports (except refinery reports) and 
taxes due. 
Beer and wine license expires. 
Alcoholic control permits expire. 





LOUISIANA 
June 5 
Wholesale fish dealer’s reports due. 
June 10 





Malt extract tax report and tax due. 

Shrimp severance tax report and tax due. 

Parish gasoline tax reports and tax due. 

Reports and tax on imported kerosene due. 
June 20 

Gasoline tax report and tax due. 

Kerosene tax report and taxes due. 

Alcoholic beverage tax reports and taxes due. 
June 30—— 

Auctioneers’ semi-annual reports and tax payments 

due except in Orleans Parish. 

Auctioneers’ reports in city of New Orleans due. 

Oyster severance tax due. 

Severance tax on brine report and tax due. 


] . MAINE 
une 


Franchise tax report due on or before this date. 

Clam dealers’ licenses renewable annually. 

Gasoline tax due. 

The tax on parlor car companies is assessed on or 
before this date. 
June 10 
Inspection fees for packing of food due. 
Sardine packing inspection fees due. 
June 15 
Taxes of express companies, telephone and tele- 
graph companies and parlor car companies are 
due on or before this date. 

One-third of tax on railroad and street railway 
companies payable. 

June 30 
Wholesale beverage licenses expire. 
Lobster industry licenses renewable. 
Chain store licenses expire. 

Malt beverage licenses expire. 


MARYLAND 




















June 3 
Failure to file reports due on or before March 15 





by this date incurs added penalty. 
June 30 
Licenses of insurance agents, brokers or solicitors 
expire. 


Last day to file dealer’s report and pay tax on 
gasoline sold or used during next preceding cal- 
endar month. 





MASSACHUSETTS 
June 1 
Milk dealers’ license fee due. 
June 10 





Alcoholic beverage excise tax return and tax due. 
June 15 2 
Motor fuel distributor’s return and tax due. 


] MICHIGAN 
une 1 


Severance tax and reports due. 
Specific taxes on public utilities due. 
First Monday 
Last day to file list of property with assessor. 
Third Monday 
Village taxes delinquent 30-50 days after this date 
unless the council shall have fixed the first Mon- 
day in May. 

















June 15 
Monthly sales tax and return due. 
June 20—— 
Gasoline: Wholesale distributors’ statement and 
tax due. 


Severance tax and reports delinquent. 
Fourth Monday. 
County boards of supervisors equalize rolls. 
June 30 
All oleomargarine licenses expire. 
Sales tax license expires where taxpayer has not 
permission to report on own fiscal year. 











MINNESOTA 
June 1 
One-half of real estate taxes become delinquent. 
Quarterly installment of property taxes due: 


Optional. 
Iron severance royalty tax delinquent. 
June 15 
Gasoline tax and fees due. 
Oil inspection fees due. 
Interstate carriers truck mile tax and report due. 
Iron severance occupation tax delinquent. 
June 30 
Dairy product dealers’ and manufacturers’ licenses 
expire on this date. 
Oleomargarine licenses expire. 
Railroad reports of physical property valuation due. 
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MISSISSIPPI Brewe! 

June 1 ‘ : . all t 
Information reports of railroad corporations be. | on 0 
come delinquent on and after this date. Nune 15- 
Electric light and power, express, pipe line, rail. Report 
road, sleeping car, telegraph and telephone com. due. 
panies file application for license on this date. Gasoli: 


The State Tax Commission required, if practicable [Bpirst Tt 
on this date, and if impracticable as soon there. | 





he tz 

after as it can be done, to make out an assess. ” acts 
ment against each public utility subject to Mryne 30- 
taxation. Regist 
Oyster, sea food, etc., monthly inspection tax is expi 
due on this date. S Regis 


Admission (amusement) tax and report is due be. | 








Bever 
tween the Ist and 10th of each month. i cert 
June 10—— F 
Admission (amusement) tax and report is due [J 
between the ist and 10th of each month. i June 1- 
June 15 | Petro 
Second quarterly installment of the income tax is Cosm 
due on this date where the return is made on (¥first M 
the basis of a calendar year. Third 
— gross sales tax and report due on this June 15 
ate. asol 
Distributors and wholesale dealers of gasoline file +. 30 
y aged report and pay monthly tax on this Contt 
ate. ; 
June 30—— 
Embalmer’s license expires on this date. June 1- 
Milk 
MISSOURI Gaso 
June 1—— June 1 
Annual franchise tax delinquent. Mon’ 
Calendar year corporations and _ individuals pay off 


income taxes on or before this date. 
Assessment date for property taxes (first Monday 
of March to first Monday of June for merchants M§June 1 























and manufacturers). Rails 
Lien date for real estate taxes. 5 Ju 
Property taxes in Jackson County due. On 
Kansas City taxes due. _ ta 
First Monday Catt 
Merchants commencing business between the first or 
Monday of June and November 1 required to }yJune ! 
file bond for statement tax. Ope 
Merchants’ and manufacturers’ ad valorem license fF “" 
tax returns due. mm fe 
June 2 Third 
All taxes assessed on account of incomes become Stat 
delinquent on this date, where assessments are in 
required to be made and certified to by the Ce 
assessor prior to April 30, and subsequent to Con 
March 15 (taxes of calendar year corporations Pp! 
and individuals). 
June 25 
Gasoline: Tax due. June. 
June 30 Pri 
Last day for discount on Kansas City taxes. June 
Last day for 1 per cent discount on first class city Gre 
property taxes. June 
Ice cream manufacturers .license expires. Pip 
Manufacturers, wholesalers and dealers tax due. ] von 
un 
MONTANA Ge 
June 1 : 
Calendar year corporations are notified of the 
amounts of corporation license (income) taxes June 
for which they are respectively liable, on or be- & All 
fore this date annually (or in case of fiscal year Fi ~ t 
corporations 15 days before due date). } 
Annual statement of financial condition of foreign ' 
corporations must be filed in the office of county June 
clerk of county where principal office of corpora- Lit 
tion is located and in office of Secretary of State I 
on or before this date. : June 
June 15 aS «(4a 
Corporations paying the corporation license (in- 
come) tax on a calendar year basis pay such June 
tax on or before this date annually to State De 
Board of Equalization; penalties accrue here- June 


after. Le 
Dealers’ monthly gasoline tax and report due to 








State Board of Equalization on or before this Pr 
ate. 
Alcoholic beverages, brewers and wholesalers’ 
monthly report and excise tax due. 
June 20—- “ , - 
Oil producers’ additional license tax report and 
tax due. 
Third Monday: ; 
Freight line companies may at ~ time before 
this date file with State Board of Equalization Jun 
a protest against determination or assessment. ; z 
June 30 -m : _ a 
ae and medicine vendor’s license expire on this FY ¢ 
ate. ‘ : 
Oil producers’ license tax, first installment due. i . 
ee. 


NEBRASKA 

June 1 

Persons moving after April 1st and before June Ist 
are required to list their property. 


First Tuesday after Second Monday 
County board convenes as a board of equalization. 
A statement of all alcoholic beverages purchased 

during the preceding month must be filed on 
or before this date. 
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June 1 


June 15 


June 30: 


june 10 


June 1 


June 10 
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Brewers, wholesalers and distributors must report 
all beverages sold during the preceding month, 
on or before this date. 





Reports and taxes of retail imitation butter dealers 
due. 
Gasoline dealers’ reports and taxes due. 





The tax per barrel on alcoholic beverages must be 
paid on or before this date. 


Registration permits of hotels, restaurants, etc., 
expire. 

Registration certificates of dairies expire. 

Beverage manufacturing or bottling registration 
certificates expire. 


NEVADA 








Petroleum products report and fees due. 
Cosmetological licenses due during June. 





Third installment of property tax due. 





Gasoline tax report and taxes due. 





Contractors’ licenses expire. 


NEW HAMPSHIRE 





une 1 . 
Milk Dealers’ annual licenses expire. 
Gasoline distributor’s monthly tax due. 





Monthly beverage report and fee of on-sale and 
off-sale permittees due. 


NEW JERSEY 





Railroad and canal property taxes payable between 
June 1 and December 1. : 
On or before this date distributors pay gasoline 

tax. 
Cattle dealers and brokers must pay license fee on 
or before this date. 





Operators of motor busses, within the limits of a 
“municipality” file a statement and pay the gross 
receipts tax on or before this date. 





State Board of Tax Appeals meets to conduct hear- 
ings for review of assessments of railroad and 
canal property. ' 

Complaint due (copy to Attorney General 5 days 
prior to filing). 


NEW MEXICO 





June 1 
Private car property tax returns due. 
June 15 
Gross income (occupational) taxes and reports due. 
June 20 
Pipe line license fees due. 
Motor carrier reports and taxes due. 
June 25 
Gasoline distributors’, retail dealers’ taxes and re- 
ports due, taxes and reports on gasoline pur- 
chased from unlicensed distributors and dealers 
due, carriers’ reports due. 














June 30 ’ : . 
All gross income (occupational) licenses expire on 
this date. 
NEW YORK 
June 1 





Lien date of village taxes except in villages hold- 
ing annual meeting in June. 

June 10 

Last day to file monthly report and pay tax under 

j the New York City Public Utility Excise Tax. 
une 15 
Demand for notice of assessment of property due. 

June 30 ; = 

Last day to apply for writ of certiorari to review 
New York City assessments. 

Public service or transit commission to furnish 
blank forms for annual reports on or before this 
date to common carriers, railroads and street 
railroads. 

Each malt beverage license required to be issued 
for a license year expires on the 30th day of 
June following the date of issuance. 











NORTH CAROLINA 





June 1 
Tax lien attaches to all real estate. 
Chain store tax is due on or before this date or 
at the date of engaging in business. 

Chain store tax becomes delinquent after this date. 
Chain store state license required on or before 
this date. ’ . 
Annual reports and/or license taxes are required 
of the following businesses: Advertising busi- 
ness, amusement parks, attorneys and other 
professions, automobile service stations, auto- 
mobile supply dealers, bagatelle tables, merry- 
go-rounds, etc., banks—industrial, barber shops, 
bicycle dealers, billiard tables, etc., carnivals 
etc., circuses etc., coal dealers—wholesale, coal 
dealers—retail, collection agencies, contractors 
etc., cotton buyers and sellers, cotton com- 












June 10—— 


June 15 


June 20—— 
June 30—— 


STATE TAX CALENDAR 


presses, detectives, employment agents, fireworks 
etc., horses—dealers, hotels and boarding houses, 
ice cream manufacturers, installment paper deal- 
ers, laundries, lightning rod dealers etc., loans— 
agents and brokers, marble yards, mercantile 
agencies, motion pictures, motorcycle dealers, 
motor vehicle dealers, musical instruments— 
dealers, newsdealers on trains, newspaper con- 
tests, office and home equipment—sale of, oils 
and oil products, packing houses, patents—sale 
of, pawnbrokers, poe» Teng pistol dealers, 
plumbers etc., pressing clubs etc., real estate— 
sales etc., restaurants, securities dealers, sewing 
machines—dealers, shoe-shine parlors, slot ma- 
chines, soda fountains, soft drinks, theatres etc., 
tobacco, trading stamps, undertakers etc. 



















Alcoholic beverage excise tax is due on or before 
the 10th day of each month. 





Gross sales ‘return and tax due on or before this 
date where sales are reported on a monthly basis. 


Gasoline tax and report due. 


Bottling plants (soft drinks) inspection fees due. | 

—_ under the gross sales tax expire on this 
ate. 

The license of a merchant. subject to the gross 
sales tax expires on this date. 


NORTH DAKOTA 
June 1—— 


Property destroyed between April 1 and June 1 
may be stricken from assessment rolls. 

Assessment lists due on demand of assessor during 
April and May. 

Oil inspection reports and fees due. 

Tractor fuel oil report and fee due. 
June 10 
Oil inspection fees delinquent. 
Grain warehouse reports delinquent. 
Tractor fuel oil fees delinquent. 
June 15 
Second installment of income tax on calendar year 
basis due. 

Gasoline reports and taxes due. 
Interstate motor carriers mileage report and 
taxes due. 

June 20—— 

Surety liable on oil dealers’ bonds. 

June 30—— 

Grain and seed (grades, weights and measures) 
licenses expire. 

Oleomargarine license expires biennially. 

Wholesale potato dealers’ licenses expire. 

Gasoline dealers’ licenses expire in odd numbered 


years. ees 
H 
June 10 


Alcoholic beverage tax reports due. 

Private motor carriers’ monthly report and emer- 
gency tax due. 

Admissions tax reports and payments due. 

June 15 
License fee for railroads, express companies and 

steamships transmitting money due. 

June 20—— 

Last day for payment of second half of real prop- 
erty and public utility real and tangible personal 
property, taxes, unless time has been extended. 

Alcoholic beverage taxes payable monthly are due. 

Last day without penalty for dealer to report sales 
or taxable use of motor vehicle fuel during pre- 
ceding calendar month. 

June 30 

Upon request of tax commission, attorney general 
shall institute quo warranto proceedings against 
corporations failing to file proper returns. Where 
time for filing returns has been extended, appli- 
cation for quo warranto to be made after 90 days 
following close of extended time. 

Tax commission certifies to secretary of state for 
cancellation of certificate, a list of corporations 
which, without lawful extension of time have 
failed for 90 days after the time prescribed, to 
file proper.returns. . 

Last day on which corporations commencing busi- 
ness after March 31, become liable for property 
tax for the year. 

Gasoline tax for preceding calendar month due. 


J , OKLAHOMA 
une 


Gross production tax and report on oil and gas due. 
Excise tax on petroleum report and tax due. 

June 10—— 
Report and tax of wholesalers of non-intoxicating 

alcoholic beverages due. 

June 15 
Gasoline tax and reports due. 
Mileage report and tax of motor vehicle carriers 


























due. 
June 20 
Monthly sales tax and report due. 
OREGON 
June 1—— 


Bedding manufacturers or repairers pay license fee 
on this date each year. 


June 15 


June 20 
June 30 
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June 10—— 


Oil well license tax and report due on or before 
this date to county treasurer. 





Fish poundage fee and report and meat dealers’ 
report due on or before this date. 

Gasoline tax and report due to Secretary of State 
on or before this date. 

Grain warehousemen file a statement with the 
county clerk of the county within which such 
business is conducted on this date each year. 

Second quarterly installment of property taxes due. 





Motor carrier’s tax due on or before this date. 





Farm produce merchants licenses expire on this 
date annually. _ % 
Collection agency licenses expire. 


PENNSYLVANIA 
June 1 


Borough taxes due. 
County taxes due. 
First class township taxes due. 
First half of license tax on 
Pittsburgh due. 
Precepts issued for county triennial assessment in 
fourth class counties. 
Precepts issued for county intertriennial assess- 
ments in fourth class counties. 
Second Monday 
Sale of unseated lands begins. 
June 15 
Liquor manufacturers’ report and tax due. 
June 30 
Two per cent discount on first class city taxes 
terminates. 
Gasoline distributors’ reports and taxes and car- 
riers’ reports due. 


RHODE ISLAND 





street railways in 














June 1 
Milk gathering stations required 
license. 
June 10 
Gasoline distributors’ monthly tax due. 
June 15 
Assessment date for general property tax. 


SOUTH CAROLINA 
June 1-10 


Admissions to amusements return and stamp tax 
due between these dates. 
Power tax and report of public utilities due be- 
tween these dates. 
June 10 
Timber carts license fee in Colleton County due 
on or before this date. 
Tramways license tax in Colleton County is due 
on or before this date. 
June 20—— 
Gasoline tax and report of dealers, distributors, 
importers and storers due on or before this date. 
June 30 
Phosphates royalty must be paid at the end of 
every quarter, or three months, the first quarter 
to commence to run on January Ist each year. 


SOUTH DAKOTA 
June 1 


Property tax returns of light, power, heating, 
water and gas companies, private car lines and 
railroad companies over whose lines such cars 
are operated, railroad companies, sleeping car 
companies, telegraph companies, and telephone 
companies due. . 

Second Tuesday: 

Assessment rolls of city assessors open to public 
inspection until fourth Monday of June. 

June 15 

Where gross income tax exceeds $10 per month: 
Tax, tax report and estimate due. 

Gross income tax on bulk sales, and report, due. 

June 20 

Gasoline reports and taxes due. 

Fourth Monday 

Assessment rolls open to public inspection until 
following Saturday. 

Township, town and city equalizing boards meet 
to equalize and correct rolls and hear com- 


to apply for 



































plaints. 
June 30 ; 
—— property tax returns due during May and 
une. 
Alcoholic beverage licenses expire on this date 
annually. 


Fur bearing animal licensees’ reports and fees due. 
Commercial fertilizer license fees due. 

Lard substitutes dealers’ license fees due. 

Stock foods registration and inspection fees pay- 


able. 
Gross income tax on bulk sales, and report, due. 
TENNESSEE 
June 1 





Last day for public utilities to pay minimum or 
maximum inspection and supervision fees. 
June 30 
Pharmacists’ renewal fees due annually on or be- 
fore this date. 
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TEXAS 
June 20 
Gasoline taxes and reports due. 
June 25 


Monthly report and tax of cement distributors due. 
Oil production reports and taxes due. 








June 30— 
Second installment general property taxes delin- 
quent. 
UTAH 
June 10 


Monthly report and tax of dealers in alcoholic bev- 
erages due. 

June 15 
Second installment of income (franchise) tax due. 
Monthly gasoline tax and report due. 

Sales tax and return due. 

June 20—— 

Monthly fees of motor carriers due. 

June 30 
License of dealers in oleomargarine expires. 
Cigarette licenses expire. 


VERMONT 











June 1 

Term of appraisers expires. 

Camp, roadside eating and lodging places: 
cation for license must be made on 
this date each year. 

June 15 

Licenses of real estate brokers expire. 

License fees of real estate brokers and salesmen 


Appli- 
or before 





due. 
VIRGINIA 
June 1—— 
Thirty days after notice of the income tax has 


been given, such tax is to be paid. 
due before June 1, however. 

Penalty of 5 per cent additional tax plus 1 per cent 
for each month the income tax is not paid after 
notice is given. 

Returns of tangible personal property, machinery, 
tools and merchant’s capital due on or before 
this date. 

Returns of intangible personal property due on or 
before this date (except 1934 returns which are 
due July 1). 

Taxes assessed against bank stockholders due on 
or before this date by banks. 


No tax is 
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June 1-June 10—— 
Oyster purchaser’s inspection fee due. 
June 10 

Beer excise tax and report of beer sold during 
previous month due on or before this date. 

Excise tax on beverages of not more than 3.2 
per cent alcoholic content and report of bev- 
erages sold during previous month due on or 
before this date. 

June 15 

Additional property tax penalty of 5 per cent im- 
posed if property taxes are not paid by this date 
in the year next succeeding that in which the 
taxes should have been paid. 

June 16—— 

Interest at rate of 6 per cent per annum to be paid 
on delinquent property taxes beginning with 
this date, 

June 20 

Gasoline statement and tax due. 

June 30 

Quarterly licenses expire. 

Permit period for fish and game breeders ends. 

Permit period for fox and rabbit breeders ends. 

Permit period for fur dealers ends. 














WASHINGTON 
June 1—— 
Hearings on telegraph property 
between June 1 and June 15. 
Pharmacists’ license fees due. 
First Monday 
Express companies may have hearings on gross 
receipts taxes until assessments are fixed on or 
before first Monday in July. 
June 15 
Hearings on telegraph property tax assessments 
between June 1 and June 15. 
Butter substitutes reports and taxes due. 
Gasoline reports and taxes due. 
Gross income (occupation) tax and return due. 
June 30 
Ambulatory milk dealers’ license fees due. 


tax assessments 











j ‘ WEST VIRGINIA 
une 1—— 


Second installment of property taxes (for preced- 
ing year) is delinquent and interest accrues. 
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June 10—— 
Brewers’ and beer distributors’ monthly report an 
excise tax due. 
June 15 
Retail sales tax and return due. 
June 30 
Gasoline tax and reports due. 
Beginning on July 1, 1934 all motor vehicle rey. 
istrations expire on this date. 
Beer licenses expire. 








WISCONSIN 

June 1 

Annual report of domestic corporations delinquent, 

License of foreign corporation void if annual repor 
not filed by this date. 


Second Tuesday 








First day on which land is sold for delinquent} 


taxes. 


June 20—— 
Gasoline dealers must file monthly return and pay 
tax. 
June 30—— 

Motor truck, tractor truck, tractor, 
semi-trailer registrations expire. 
Transportation company gasoline tax reports due. 

Municipal beer licenses expire. 

Municipal licenses for beverages of less than one. 
half per centum of alcohol expire. 

Employment agency licenses expire. 


trailer and 


WYOMING 





June 1 


i 


Assessment of sleeping car companies is made bye 


State Board of Equalization. 
June 10 
Alcoholic beverage tax and monthly report due. 
Carriers monthly gasoline tax and report due. 

June 15—— 
Monthly gasoline tax and report due. 
Sales tax return and tax due. 
June 20—— 
Motor carrier compensatory tax and report due. 
June 30—— 
Annual application for registration due. 
Annual license expires. 











Court Decisions 
Supreme Court 


Insurance Company Reserves.—Reserves required by law 
within the meaning of Section 245 (a) (2) of the 1921 Act 
relating to deductions of life insurance companies, do not 
include reserves against matured and unpaid coupons at- 
tached to 20-payment life coupon nonparticipating pol- 
icies.—Supreme Court of the United States in Guy T. 
Helvering, Commissioner of Internal Revenue, Petitioner, v. 
Inter-Mountain Life Insurance Company. No. 537, Oct. term, 


1934. 
Decision of U.S. Circuit Court of Appeals, Tenth Circuit, 
71 Fed. (2d) 962, which affirmed a memorandum opinion 


of the Board of Tax Appeals, reversed. 


Appellate and Lower Courts 


Affiliated Corporations.—A ffiliation is denied under Sec- 
tion 240 of the 1926 Act where an individual and his family 
owned all the stock in one corporation but he and that 
corporation owned only 91 per cent of the stock in a 
second corporation. This did not constitute the requisite 
ownership by the same interests.—U. S. Circuit Court of 
Appeals, Fifth Circuit, in Pelican Ice Company, Ltd., et al. v. 
Commissioner of Internal Revenue. No. 7495. 

Petition to review memorandum decision of Board of 
Tax Appeals denied. 


Assignment of Income: Tax Liability—Assignment by 
the petitioner to his wife in 1921 of profits, etc., to be 
derived out of a partnership in liquidation did not relieve 
the petitioner from tax thereon upon distribution to his 
wife in 1926 and 1927.—U. S. Circuit Court of Appeals, Sec- 
ond Circuit, in Emerson E. Rossmoore v. Commissioner of 
Internal Revenue. 


Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Bad Debts Distinguished from Other Losses.—Losses 
suffered by a bank on account of bad loans made by its 
officers were not deductible as losses under Section 234(a) 
of the 1921 Act but were bad debts and not deductible, 


because they had not been ascertained to be worthless in 
whole or in part during the taxable year. 

The Board did not err in refusing to admit in evidence 
records of a State court relating to the condition of the 
bank and the value of its securities, since the same question 
was not involved in the State court and the Commissioner 
was not a party to those proceedings.—U. S. Court of 
Appeals for the District of Columbia in Charles O. Austin, 
Statutory Receiver of Merchants and Farmers State Bank of 
Elgin, Texas, v. Guy T. Helvering, Commissioner of Internal 
Revenue. No. 6301. 


Memorandum decision of the Board of Tax Appeals 
affirmed. 


Basis for Determining Gain or Loss Upon Exchange of 
Stock.—Exchange of stock, subject to an unexecuted op- 
tion to repurchase, for stock in the same amount and 
classes without such restriction is nontaxable and does not 
change the basis for determining gain or loss upon a later 
disposition of the stock received in exchange.—U. S. Cir- 
cuit Court of Appeals, Third Circuit, in Frances Elliott 
Clark v. Commissioner of Internal Revenue. No. 5568. Oc- 
tober term, 1934. 


Decision of Board of Tax Appeals, 28 BTA 1224, affirmed. 


Basis for Gain or Loss on Liquidation Distribution of 
Corporation Assets, Stock of Which Was Received by 
Gift—Basis for determining gain realized in 1929 on dis- 
tribution in liquidation as to stock acquired as a gift in 
1923 is the value of the stock in 1917 when donor received 
it in exchange for a half-interest in a partnership and donee 
is not estopped from using the value at that date because 
the donor paid no tax on the transaction in 1917. 

Value of corporate stock received in exchange for in- 
terest in partnership may be based upon the capitalization 
of earnings of the partnership prior to incorporation.— 
U. S. District Court, Dist. ° Mass., in Anna D. Jamieson v. 
United States of America. Law No. 5768. 

Capital Expenditures——Amounts expended by a newspa- 
per in 1920 and 1921 in newspaper subscription contests to 
increase its circulation were capital expenditures, and were 
not deductible as business expenses.—U. S. Circuit Court 


(Continued on page 305) 
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Federal Tax Legislation Developments 


HIEF interest in the realm of Federal taxation 

is centered on the taxes proposed to finance the 
Administration’s social security program. The vari- 
ous taxes in the Administration’s measure are else- 
where described (see p. 296). Alternative means of 
providing funds for social security benefits—one in- 
volving a capital levy and another proposing in- 
creased income taxes—have been rejected by the 
House of Representatives. 


War fever could be greatly reduced if the McFar- 
lane Bill (H. R. 7318) becomes law. Upon the 
declaration of war the normal income tax rate for 
individuals would be stepped up to 6 per cent; surtax 
rates would begin at 10 per cent on surtax net in- 
comes in excess of $3,000 and not in excess of $5,000, 
and would be graduated to a maximum of 94 per cent 
on surtax net incomes in excess of $10,000; and in 
the case of corporations, the rate would be 50 per cent 
on the first 6 per cent of earnings based on declared 
capital value and 100 per cent on all earnings above 
6 per cent; in other words, corporation earnings 
would be limited to 3 per cent of the capital value 
declared for the capital stock tax under the 1934 Act. 

Another bill (H. R. 5529),* designed “to prevent 
profiteering in time of war and to equalize the burdens 
of war and thus provide for the national defense, and 
promote peace,” passed the House of Representatives 
on April 9, 1935, and is now before the Senate. The tax 
provision of the bill (Section 8) provides “That upon 
the declaration of war, there shall be imposed a tax 
of 100 per centum of all excess war profits that may 
be earned during said period of war as defined in this 
Act.” Prices, rents, rates, etc. higher than those pre- 
vailing at a date, prior to the declaration of war, to 
be proclaimed by the President, are made illegal. 
However, the President is given sole discretion to 
adjust any maximum price, rent, rate, etc. either 
upward or downward during the period of any war, 
and to close all stock and commodity exchanges in 
the United States in his sole discretion if it becomes 
desirable in order to curb speculation. 





Publicity of Tax Returns 


The privilege of public inspection of income tax 
returns to the extent of the “pink slip” data, as 
provided under Section 55(b) of the Revenue Act 
of 1934, was abrogated by the enactment on April 
19, of Public No. 40, 74th Congress (H. R. 6359). 

As passed by the House, the bill merely specified 
the repeal of Section 55(b) of the Revenue Act 


1 Introduced by Representative McSwain of South Carolina. 
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of 1934. The Senate added an amendment which 
opened income tax returns filed under the Revenue 
Act of 1934 to the examination of any official, body, 
or commission of a state or political subdivision 
thereof charged with the administration of state or 
local tax laws. Other stipulations were: (1) Such 
examination was to be made only while engaged in 
the performance of specific duties; (2) The manner 
of examination was to be prescribed by the Com- 
missioner of Internal Revenue with the approval 
of the Secretary of the Treasury; (3) Information 
thus secured permitted for use only in connection 
with the Administration of state or local tax law; 
(4) Any person divulging, except in performance of 
official duties or except when called upon to testify 
in any court or official proceedings any information 
acquired by him through examination of the returns, 
made subject to a fine of not less than $500 nor 
more than $1,000. 

As revised by the Conference Committee and 
finally enacted, Section 55(b) of the 1934 Act is nulli- 
fied not by repeal but by amendment to incorporate 
the essential features of the Senate amendment but 
with further restrictions, including the requirement 
that inspection may be made only upon written 
request of the Governor of the State and he must 
designate the person to perform the act on behalf 
of the State taxing authority, and that information 
is to be used only for administration of State tax 
laws, except that upon the request of the Governor 
-he taxing authority of a political subdivision may, 
for the purpose of administering its local tax law, 
be furnished information secured by the State tax- 
ing authority, and except that on like request the 
State taxing authority may make the inspection for 
the purpose of securing information which may be 
furnished to and used by the local taxing authority 
but only for administering the local tax law. The 
text of the law follows: 

Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
Section 55(b) of the Revenue Act of 1934 relating to filing 


and making public certain income statements is amended 
to read as follows: 


(b) (1) All income returns filed under this title for any 
taxable year beginning after December 31, 1934 (or copies 
thereof, if so prescribed by regulations made under this 
subsection), shall be open to inspection by any official, 
body, or commission, lawfully charged with the adminis- 
tration of any State tax law, if the inspection is for the 
purpose of such administration or for the purpose of obtain- 
ing information to be furnished to local taxing authorities 
as provided in paragraph (2). The inspection shall be 
permitted only upon written request of the governor of 
such State, designating the representative of such official, 
body, or commission to make the inspection on behalf of 
such official, body, or commission. The inspection shall 








296 THE TAX MAGAZINE 


be made in such manner, and at such times and places, as 
shall be prescribed by regulations made by the Commis- 
sioner with the approval of the Secretary. 

(2) Any information thus secured by any official, body, 
or commission of any State may be used only for the 
administration of the tax laws of such State, except that 
upon written request of the governor of such State any 
such information may be furnished to any official, body, 
or commission of any political subdivision of such State, 
lawfully charged with the administration of the tax laws 
of such political subdivision, but may be furnished only for 
the purpose of, and may be used only for, the administra- 
tion of such tax laws. Any officer, employee, or agent of 
any State or political subdivision, who divulges (except 
as authorized in this subsection, or when called upon to 
testify in any judicial or administrative proceeding to which 
the State or political subdivision, or such State or local 
official, body, or commission, as such, is a party) any 
information acquired by him through an inspection permit- 
ted him or another under this subsection shall be guilty 
of a misdemeanor and shall upon conviction be punished 
by a fine of not more than $1000, or by imprisonment for 
not more than one year, or both. 


Summaries of tax bills introduced during the past 
month follow: 


Contributions to Unemployment-Benefit Funds: Allow- 
ance for Income Tax Deduction.—S. 2428 (Senator Duffey 
of Wis.) is a bill to amend Section 23 of the Revenue Act 
of 1934 to allow as deductions from gross income contri- 
butions required by state laws to an unemployment fund 
or contributions to a voluntary benefit fund for the pro- 
tection of employees. 


Cotton Goods Excise Tax.—H. R. 7478 (Rep. Bacharach 
of New Jersey) provides for amendment of Section 601 of 
the Revenue Act of 1932, as amended, by the addition of a 
paragraph imposing an excise tax of 50 per cent of the 
price for which sold on imported articles manufactured 
wholly or in chief value from cotton. 


Cotton Processing Tax.—S. 2615 (Sen. White of Maine) 
provides for repeal of the processing tax on cotton. 


Estate Tax for District of Columbia.—H. R. 7226 (Rep. 
Harlan of Ohio) would levy a tax upon the transfer of 
the “net estate” of every decedent resident in the District 
of Columbia at rates beginning with 1 per cent on net 
estates not in excess of $50,000 and graduated to a maxi- 
mum of $428,500 upon a net estate of $5,000,000 and upon 
a net estate in excess of $5,000,000, 15 per cent in addition 
of such excess. 


Fur Excise Tax Repeal.—H. R. 7372 (Rep. O’Connor of 
New York), and 7452 (Mr. McCormack of Mass.), like a 
previously reported bill, H. R. 7019 (Rep. Knutson of 
Minn.), provides for repeal of the excise tax on manu- 
factures of furs imposed by Section 604 of the Revenue Act 


of 1932, as amended by Section 608 of the Revenue Act of 
1934. 


Hops: To Make Hops a “Basic Agricultural Commodity” 
Under AAA.—S. 626 (Sen. McNary of Oregon) would make 
hops a basic agricultural commodity under the AAA, and 
thereby subject to a processing tax.—Passed by Senate 
April 15. On motion of Senator McNary vote by which bill 
passed Senate reconsidered and bill returned to calendar. 

Interest on Delinquent Taxes.—H. R. 7127 (Rep. Kramer 
of Calif.), same as S. 2296 (Sen. McAdoo of Calif.) pro- 
vides that in all cases where the rate of interest to be col- 
lected upon delinquent Federal taxes has been fixed at 1 
per cent a month, the rate of such interest shall hereafter 
be fixed at % per cent a month. 

Inventors: Tax Reduction—To “encourage inventive 
genius” H. R. 7396 (Rep. Celler of New York) provides 
for amendment of Section 25 of the Revenue Act of 1934 
by addition of a subsection which allows an inventor a 
credit of $50,000 in the case of an income derived from 
the outright sale of a sole or joint invention or any part 
or interest therein or from royalties, rents, payments, or 
benefits received by virtue of an invention, provided the 
inventor has applied for letters patent prior to the receipt 
of such income. The credit would not be assignable or 
transferable and would not be allowed for any invention 
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connected with fire arms, ammunition, war explosives, toxic 
gases, or destructive rays used in warfare. 

Petroleum: Manufacturers’ Excise Tax.—S. 2106 (Sen. 
Capper of Kansas) provides for amendment of Section 
601(c)(4) of the Revenue Act of 1932, as amended, which 
imposes a tax on imports of certain oils, to increase the 
rate on crude petroleum, fuel oil derived from petroleum, 
gas oil derived from petroleum, and all liquid derivatives of 
crude petroleum, except lubricating oil and gasoline or 
other motor fuel, from % cent to 1 cent per gallon. A 
new tax of $2 per ton would be placed on imports of 
asphalt. Provision is made also for removal of the ex- 
emption from these taxes on fuel supplies sold to vessels. 
—Editor’s Note. A summary of this bill appeared in the 
March issue of THE Tax MaGazine, but it was not made 
clear that the taxes under Section 601(c) of the 1932 Act, 
as amended, and the proposed rate increases apply only to 
imported articles. 

Tobacco Tax.—H. R. 7403 (Rep. Connery of Mass.) is 
one of several bills introduced to place a different rate of 
tax on cigarettes selling for 10 cents or less a package of 
twenty than on packages selling for more than 10 cents. 
H. R. 7403 provides a rate of $2.70 per M on cigarettes if 
manufactured or imported to retail at not more than 10 
cents per package, $3 per M if the selling price is more than 
10 cents but not more than 15 cents per package, and $3.30 
per M if the selling price is more than 15 cents per package. 

War Tax to Take the Profit Out of War.—H. R. 7318 
(Rep. McFarlane of Texas) contains a statement of policy, 
one feature of which is to take the profit out of war. That 
is proposed to be carried out in the event of war by making 
the normal tax rate on individuals for income tax purposes 
6 per cent, and levying a surtax starting at 10 per cent 
on surtax net incomes in excess of $3,000 and not in excess 
of $5,000, graduated to a maximum of $2,800 upon surtax 
net incomes of $10,000 and upon surtax net incomes in 
excess of $10,000, 94 per cent in addition of such excess. 
The corporation tax would be 50 per cent of such portion 
of net income as is not in excess of 6 per cent of the 
“adjusted declared value” of capital stock plus 100 per 
cent of such portion of net income in excess of 6 per cent 
of the “adjusted declared value.” Adjusted declared value 
would in general be determined as prescribed by Section 
701 of the Revenue Act of 1934. 


Whale Oil: Exemption from Tax—H. R. 7049 (Rep. 
Tonry of New York) would exempt whale oil from the 
import tax of 3 cents per pound imposed on certain oils 
by Section 602 of the Revenue Act of 1934. 


Tax Provisions of the “Social Security” Bill 


S passed by the House, the “Social Security” 
bill (H. R. 7260) provides for three sets of 
taxes, two to meet the expenses for the Federal 
system of old-age annuities under Title II and one 
to provide funds for unemployment compensation 


(“unemployment insurance”) administration under 
Title ITI. 


The tax provisions of the bill are contained in 
Titles VIII and IX. Two forms of taxes are im- 
posed by Title VIII: 


(1) An income tax on most wage-earners, with 
certain large groups such as domestic servants and 
agricultural laborers exempted under Section 811, 
beginning in the year 1937. The prescribed rate is 
1 per cent of wages for the calendar years 1937, 1938, 
and 1939, increasing 14 per cent every three years to 
a maximum of 3 per cent for the calendar year 1949 
and subsequent calendar years. The tax is deducti- 
ble from wages at the time they are paid. To insure 
collection of the tax, the employer is made person- 
ally liable for it. 


(2) An excise tax on employers “for the privilege 
of having individuals in their employ.” This tax, 
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xic like the income tax on employees, is scheduled to be- of grants-in-aid to states for the following purposes: 
come operative in 1937. The tax is measured by the Old-age pensions (Title I) ; care for dependent chil- 
en wages paid to employees, beginning with a rate of dren (Title IV); provision for maternal and child 
ch 1 per cent for the calendar years 1937, 1938, and 1939, welfare, and vocational rehabilitation of the physically 
i. and increasing % per cent in each of the trienniums disabled (Title V) ; and public health work (Title VI). 
im, 1940-1942, 1943-1945, 1946-1948, to a maximum of 3 Appropriations for these four state-aids are made 
of per cent for the calendar year 1949 and subsequent as follows: 
or i F . : . A 
A —. uae Like the tax ct it “aps (1) For grants to states for old-age assistance 
of ROL AYP HS SE Wael oe Sears Hen ey $49,750,000 is authorized for the fiscal year 1936, and 
ex- those defined as such in Section 811, which exempts for each fiscal year thereafter sums sufficient to 
. | as a base for the tax wages paid to domestic serv- carry out the purposes of Title I. 
-_ ants, agricultural laborers, and casual labor not in (2) For grants to states for aid to dependent 
i Se S , ; . . . : 
ct, the course of the employer's trade or business. children, $24,750,000 is authorized for the fiscal year 
to _Exemption from both the taxes imposed by Title 1936, and for each year thereafter sums sufficient 
Z VIII is also granted in the case of Federal and state to carry out the purposes of Title IV. 
a or political subdivision employees and of services per- (3) For grants to states for maternal and child 
of formed in the employ of religious, charitable, sci- welfare, and vocational rehabilitation, $3,800,000 is 
its. entific, literary, or educational institutions, no part authorized for the fiscal year 1936, and for each fiscal 
2 of the earnings of which inures to the benefit of any year thereafter. 
Ben private shareholder or individual. (4) For public health work, $8,000,000 annually. 
30 As to the relation between the Federal old-age Allotments of this fund to the states are to be deter- 
ge. fl annuity system and the state pension plans, the re- mined on the basis of (1) the population, (2) the 
318 port of the Ways and Means Committee says: special health problems, and (3) the financial need 
oe : The establishment of the Federal old-age benefit system of the respective states. : : 
ing will materially reduce the cost of Federal-aided state pen- The estimated revenue which would be derived 
ses f sions under Title I in future years. It will not entirely from the taxes imposed under Titles VIII and IX 
ant | replace that system, because not all persons will be under of the bill is shown in the table at the foot of this 
ses lid the Federal old-age benefit plan. It will operate, however, . ‘ 
an to reduce the total cost of old-age pension under Title | page. 
in to the Federal and = governments in the future by 
more than $1,000,000,000 annually. . : : 
_ ’ , as Large Increase in Gift Tax Receipts 
= - A table of estimated appropriations, benefit pay- < ; 
vs / ments, and reserves under Title I shows that the Feige tne of increased Federal gift tax 
ont » reserve fund by the end of ten years is expected to rates during 1935 and subsequent years in the 
lue —} amount to nearly 10 billion dollars and by 1970 to case of gifts of the value of $100,000 or more appears 
ion approximately 33 billion. The report, in this con- to have caused many individuals with large posses- 
nection states that by the investment of the large sions to play Santa Claus in a big way during 1934; 
“a reserve on hand in the old-age pension reserve ac- at any rate, gift tax returns filed during March of 
vils count, the Treasury will be able to withdraw from this year yielded $64,339,757.17 in taxes, an increase 
the market outstanding Federal bonds and hold them of $56,870,322.18 over collections from the same 
j in the account, and thereby will be accomplished source on returns filed in March, 1934. Total re- 
the prevention of loss in income-tax receipts, which ceipts from gift taxes for the period from July 1, 1934 
is now incurred due to the presence of these tax- to March 31, 1935, inclusive, was $67,631 ,979.26. 
y” exempt bonds in the hands of private owners. Gift tax collections for March, 1935, by collection 
of Title IX imposes a special excise tax to provide districts are shown in the accompanying table. 
ral funds for the grants, under Title III, to states for Gift tax returns are required to be filed on or be- 
ne unemployment compensation administration. The fore March 15 following the close of the calendar 
on | tax is payable by employers with establishments year in which gifts are made. 
ler having in each of at least 20 weeks in the year a The increase in the gift tax rates this year is illus- 
' total of 10 or more employees, and is measured by trated in a Treasury Department statement by the 
in ff the total wages payable with respect to employment following examples: The tax ona net gift of $10,000 
m- as defined in Section 907. Effective January 1, 1936, during the year 1934 would be $75. The tax is the 
i and first payable a year later, the rate is 1 per cent. same for the calendar year 1935. On a net gift of 
ith The tax would be increased to 2 per cent for 1937, $100,000, however, the tax is $3,625 for 1934 and 
nd § and 3 per cent thereafter. Credits.against the tax $4,200 for 1935; on a net gift of $600,000, ‘the tax is 
11 are allowed for contribu- 
es tions which the taxpayer TOTAL TAXES UNDER ECONOMIC SECURITY BILL 
38. may make to pao unem- —— On employers 
* ployment funds under state eR ART STS 
149 | unemployment compensation is Sa Per 
ti- laws, the credit not to exceed Effective date Amount cent Amount cent Total Amount cent Grand total 
x . eR cs coe 200,000,000 BO ea 00,000,0 aL ,000, 
ire 90 per cent of the tax against Jan. | ee $700:000;000 2 $200,000,000 i *00'0007000 $20,000,000 i ¥300°000,000 
i which it is applied. an. 1, 1938......... 600,000,000 3 200,000,000 1 800,000,000 ~ 200,000,000 1 1,000,000,000 
on hx. : Jan. 1, 1940... 5... 600,000,000 3 300,000,000 114  — 900,000,000 300,000,000 134 —1,200,000,000 
Appropriations, without tax- Jan. 1, 1943......... 600,000,000 3 400,000,000 2 — 1,000,000,000 400,000,000 2  —_1,400,000,000 
"s h eee yee. | a 600,000,000 3 500,000,000 234  1,100,000,000 500,000,000 2:4  1,600,000,000 
ge es to provide the require an. 1, 1949 and 
‘a ; fetiie ave wine ta the form thereafter ........ 600,000,000 3 600,000,000 3 —__1,200,000,000 _ 600,000,000 3 —_1,800,000,000 




































































































298 THE TAX MAGAZINE 


$45,125 for 1934 and $65,700 for 1935; net gift of 
$1,000,000, the tax is $92,125 for 1934, and $136,200 
for 1935; and so on in increasing percentages up to 
net gift of $10,000,000, on which the tax is $2,312,125 
for 1934 and $3,312,450 for 1935, in which case the 
rate increases from 33 4 per cent to 45 per cent. 

The Treasury Department recognizes the prob- 
ability that the increase in rates caused many gifts 
to be made in 1934 which otherwise would have been 
deferred until 1935 or later, but a part of the increase 
in the yield from the tax on gifts is accounted for by 
the increased publicity which the Bureau of Internal 


Revenue has given to the gift tax provisions of the 
law. 


GIFT TAX RECEIPTS DURING THE MONTH OF MARCH, 1935, 
BY COLLECTION DISTRICTS 











District Amount District Amount 
ae $ 203,752 New Mexico.......... $ 15,207 
NE 5.5 075-4k on echaie 13,628 ist New York......... 1,527,874 
ign. See 724 2d New York.......... 8,977,285 
Ist California ......... 177,769 3d New York.... . 24,666,077 
6th California ......... 864,771 14th New York........ 1,293,308 
Colorado .... 202,065 21st New York........ 509,953 
Connecticut 351,506 28th New York........ 637,552 
SPOON: cc iecsactows 4,028,189 North Carolina ....... 1,123,195 
Florida Jamia 350,783 North Dakota Sean 3,630 
eee re 163,351 | ee 356,310 
Hawaii ....... 1,866 10th Ohio .... 16,247 
re eee a re 32,835 
Ist Illinois ........... 2,366,463 Se 1,128,058 
Sth Timois ........... 35,495 Oklahoma ........ 31,900 
Indiana ..... #5 283,250 Oregon ..... pspanies 6,075 
| SESS eee 268,058 1st Pennsylvania Kemer 1,330,130 
Sere neereie s 41,796 12th Pennsylvania .... 86,455 
ee 32,205 23d Pennsylvania ..... 3,755,541 
Louisiana ..... 6,967 Rhode Island ....... 531,566 
eee 60,336 South Carolina ... 31,622 
Maryland (incl. Dist. of South Dakota Sra take 

OS eee 1,256,924 Tennessee ............ 49,427 
Massachusetts . 1,018,430 fk ere 595,007 
Michigan ..... 2,788,424 20 SGnGe .... ay 53,660 
On 451,243 ee ere 1,483 
OO are 1,379 Vermont .......... 17,550 
lst Missouri cased ace 533,235 Virginia oe 113,120 
6th Missouri ..... a 25,267 Washington, incl. 
os as ae sree” ok aaa ate ee 323,233 
Nebraska ..... inact 8,849 West Virginia 215,903 
CN cgi oie ang a'9: 9, & ae Waleatne er 266,151 
New Hampshire .. 39,794 Wyoming ............ 4,097 
Ist New Jersey. . se 323,409 ———_—- 
5th New Jersey coat 738,848 Total . . $64,339,757 





Brewing Industry Reports Beer Tax Payments 
Exceed Treasury Estimates 


EER taxes and license fees paid to the Federal 

Government by the brewing industry during 
the two-year period following the legalization of the 
sale of 3.2 per cent beer’ amounted to $359,785,349, 
according to a statement by Colonel Jacob Ruppert, 
president of the United States Brewers’ Association. 
The yield of the tax on beer is nearly double that 
which was estimated by the Treasury Department 
prior to the enactment of the law imposing a tax 
of $5 per barrel on beer. 


At the time when the estimate was made, however, 
sale of 3.2 per cent beer was legal in only nineteen 
states, but since then all of the states but Alabama 
and Georgia ? have legalized its sale. A referendum 





1The Cullen bill authorizing the manufacture and sale of beer of 3.2 
per cent of alcohol by weight became a law on March 22, 1933, and 
on April 7, 1933, beer went on sale in 21 states. On December 5, 1933, 
the same day that Utah became the 36th state to ratify the 21st Amend- 
ment to the Constitution, President Roosevelt issued a proclamation 
announcing the repeal of the Eighteenth Amendment. 

The Liquor Taxing Act of 1934 (Public Act No. 83—73d Congress) 
levying a tax of $5 per barrel on beer and imposing and providing for a 
fee of $100 per year to be paid by each brewery of 500 barrels’ capacity 
or more and $50 fee for smaller brewers was enacted on January 11, 1934, 
effective 30 days thereafter. 

2The Kansas law prohibits the sale of intoxicating liquor, but the 
United States Brewers Association reports that under a ruling of the 
Attorney General “3.2 per cent beer od been adjudged legal for sale 
in the State unless under its law it can be proved in each individual 
instance that any 3.2 per cent beer has intoxicated the individual.” 
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=~ on the issue in Georgia will be held on May 15, 
If the sale of beer in 1935 reaches the volume now 
estimated by the industry (50,000,000 barrels), the 
Federal revenue therefrom will be upwards of 
$250,000,000, and the per capita? consumption will 
be approximately 133 steins of 12-ounce content. In 
1934 the industry sold 41,000,000 barrels of beer, 
equivalent to about 108 12-ounce steins per capita.® 


Large Gain in Income Tax Collections During 
March 


HEN complete figures on Federal income tax 
collections for the month of March were tabu- 
lated by the Treasury Department it was found that 
the gain over March, 1934, was larger than the re- 
turns for the first two weeks indicated. 
March income tax collections totaled $321,726,348, 
a gain of $91,378,259, or 39.7 per cent, over March, 
1934. Moreover, there was an increase in collections 
over last year in every collection district but Hawaii, 
where income tax payments fell from $1,005,648 to 
$976,511. The districts reporting increases of more 
than 70 per cent were: Florida, 102 per cent; Mon- 
tana, 97 per cent; Idaho, 91 per cent; Kansas, 88 per 
cent; Colorado, 82 per cent; Arizona, 75 per cent; 
Oklahoma, 74 per cent; Utah, 74 per cent; Eighth 
Illinois, 73 per cent; Kentucky, 73 per cent; Missis- 
sippi, 73 per cent; Second Texas, 73 per cent; Dela- 
ware 71 per cent. Thirty of the districts showed an 
increase in collections of 50 per cent or better. There 
were but five states showing increases of less than 
25 per cent, as follows: Nevada, 5 per cent; Maine, 
9 per cent; Georgia, 17 per cent; First New York, 
17 per cent; Fifth New Jersey, 23 per cent; First 
Pennsylvania, 24 per cent; First Texas, 24 per cent. 


Processing Taxes Under Fire 


DIFFICULT situation for the Administration 

been created by the bitter opposition to the 
processing tax on cotton by the New England 
cotton manufacturing industry, which contends that 
the combined burden of the processing tax, Japanese 
competition, over-production and the wage differ- 
entials favoring mills in the south is crushing textile 
manufacture in the northern states. 

The Northern Cotton Mills policy committee has 
voted to appoint a committee of three “to determine 
immediately what legal action may be taken, in- 
cluding injunction, to relieve the industry of this 
unsupportable burden [processing tax on cotton] 
which is so rapidly draining the capital resources 
of the various mills.” : 

It is declared that about $31,000,000 annually is 
paid in New England on account of the processing 
tax and that thereby around 12 per cent is added to 
output costs, which because of competitive condi- 
tions cannot be passed on to consumers. 

In the United States Circuit Court of Appeals 
at Boston, receivers of Hoosac Mills Corp. on April 
23 presented arguments against the finding of the 
lower court. (Opinion by Judge Brewster) in 


Franklin Process Co. v. Hoosac Mills Corp., 8 Fed. 
Supp. 552, that the processing and floor tax features 
of the AAA are not in violation of the Constitution. 
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On April 19 President Roosevelt appointed Secre- 
taries Hull, Wallace, Roper and Perkins as a com- 
mittee to conduct two parallel inquiries into the 
cotton textile situation, one of an emergency nature 
and another for long-term plans. 


The following four points will be taken up as 
emergency questions: 


1. The relationship of the processing tax to the present 
emergency and consideration whether there is some 
other way in which the tax can be levied with greater 
effectiveness and less disturbance to industry. 

2. Wage differentials as between Northern and South- 
ern operators. 

3. Whether imports are exercising an injurious effect 
on the whole cotton situation. 

4. The prevailing price of raw cotton and is possible 
effect on domestic consumption. 


For the study of long-term plans, President Roose- 
velt has directed two lines of inquiry, as follows: 


1. An analysis of the physical condition of plants to 
establish the degree of obsolescence and its effect 
on operating efficiency, with consideration of plans 
for establishing proper credit for the needed or justi- 
fied replacements in plants. 


2. A thorough analysis of foreign trade based on a 
long-term period. 


Significant Decisions of the Board 
of Tax Appeals 


“Dealer in Securities’ Construed.—A partnership, in 
addition to its business as a dealer in securities, and with 
no relation to its customers in that branch of its business, 
made substantial purchases of securities for the purpose of 
resale, to any buyer, at a profit, upon an expected rise in 
the market. Neither the relative amount nor the necessity 
of that additional business to its business as such a dealer, 
was established. It was held that respondent’s determina- 
tion that such partnership is not a dealer in securities 
within Article 105, Regulations 74, as to such additional 
branch of its business, and is, therefore, not entitled to 
inventory, at market value, the securities purchased in 
connection with that additional business and carried in a 
special account, will not be disturbed.—Algernon S. Schafer 
v. Commissioner, Dec. 8915 [CCH]; Docket Nos. 72370, 
72373, 72374. 


Inventories: Valuation.—(1) Petitioner was bound by its 
election to value its inventories at cost. Petitioner, organ- 
ized in 1925 and doing a jobbing business in a large group 
of unrelated commodities, took inventories for 1927, 1928, 
and 1929 at cost. As to inventory practice in 1925 and 1926 
the record is silent. The 1928 return stated that inventories 
were valued at the lower of cost or market, while the 
1929 return stated that inventories were valued at cost. 
The statement in the 1928 return, which is contrary to fact, 
was not the exercise of an election of basis for valuing 
inventories that is binding as to the taxable year 1929; 
and petitioner, having consistently valued inventories, at 
least since 1927, at cost, may not change that practice for 
1929, so as to value at the lower of cost or market, no 
permission to make the change having been sought or 
obtained from the Commissioner. 


(2) Inventory valuation must be consistently applied. 
Whatever may be the best accounting practice as to valuing 
inventories in the business of dealing in a single one of the 
commodities dealt in by petitioner, it is no criterion of the 
best accounting practice in the jobbing business of dealing 
in a large group of unrelated commodities. The inventory 
practice adopted must be applied consistently to all goods 
in the inventory. 

(3) Incurred salary liability was deductible in 1929 on the 
accrual basis. During the taxable year petitioner incurred 
liability for additional compensation for personal services 
actually rendered. Since petitioner keeps its books on an 
accrual basis, and there is no dispute as to the reasonable- 
ness thereof, the entire amount of such additional com- 
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pensation is deductible for the taxable year, notwithstanding 
that said amount was improperly denominated a reserve 
on the books.—Rogers, Brown & Crecker Bros., Inc. v. Com- 
missioner, Dec. 8918 [CCH]; Docket No. 67581. 


Losses.—Transfer by decedent in 1930 of securities to a 
corporation in which her husband owned all the stock 
for a note of the corporation, followed by reacquisition of 
the same securities in 1931 from another corporation con- 
trolled by the husband, is held, under the circumstances 
here, not a bona fide sale, and Commissioner’s disallowance 
of a claimed loss for 1930 is sustained. The opinion points 
out that within three months after the deceased made 
the transfer to the corporation, she was again in possession 
of the same securities, and she also made a profit of 
$427.88 on the deal, despite the fact that the securities had 
appreciated some $29,000 in value in the meantime. “De- 
livery and transfer of certificates, while establishing change 
of title, do not necessarily prove bona fides, Wishon-Watson 
Co. wv. ‘Commissioner, 66 Fed. (2d) 52,” the opinion says. 
“Surrounding circumstances, including subsequent acts of 
the taxpayer, often establish intent more clearly than words 
of the participants. Cf. Commissioner v. Dyer’ [74 Fed. 
(2d) 685].—Chicago Title & Trust Company, as Executor of 
the Estate of Rhea Logan Munroe, v. Commissioner, Dec. 


8911 [CCH]. 


Partnerships: Income from Sale of Nonnegotiable 
Notes—Tax Status of Interest in Partnership Held for 
More Than Two Years.—(1)Nonnegotiable notes due in a 
future year received in connection with the sale by a part- 
ner of his partnership interest had no fair market value and 
are not to be included in income in the year of receipt by 
a taxpayer on the cash basis. 

(2) Interest of a partner in a partnership owned for more 
than two years was a capital asset under the 1928 Act, and 
the gain upon the sale thereof is taxable at capital gain 
rates, even though the partnership assets consisted of se- 
curities held by the partnership primarily for sale—Dudley 
T. Humphrey v. Commissioner, Dec. 8913 [CCH]; Docket 
No. 64376. 

Reorganization: Establishment of Stepped-up Basis.— 
Plan of reorganization failed in its purpose to establish a 
stepped-up basis in sale of assets by corporation. G. S. 
D. Corporation, engaged in the coal business, agreed to 
sell its real property and other fixed assets used in the 
business, its good will, franchises, and right to its name to 


Pe ‘Corporation for $315,000, which would result in a 


large profit. In order to get a stepped-up basis for the 
assets and thus avoid the tax which would result from a 
direct transfer, a plan of reorganization consisting of the 
following steps was carried out: 

(1) G. S. & D. Corporation organized the F. Corporation 
with a capitalization of 1000 shares no par value stock and 
transferred all of its assets to the F. Corporation in ex- 
change for its stock. 

(2) P. & B. Corporation organized the S. Corporation 
with a capitalization of 1000 shares no par value stock 
which was acquired by P. & B. for $400,000 cash. 

(3) P. & B. organized the H. Corporation with a capitali- 
zation of 300 shares at $10.00 per share and authority to 
issue $500,000 two year 6 per cent income debenture bonds. 

(4) S. then paid to H. $191,000 cash and received a certif- 
icate for 1000 shares and $190,000 debentures. 

(5) F. then exchanged all its assets acquired from G. S. 
& D. for the balance of H.’s authorized stock, 200 shares, 
and balance of H.’s bonds, $310,000, at a premium of $3000. 

(6) H. then transferred these assets to S., and S. paid 
$124,000 cash and returned the 1000 shares of stock and 
$191,000 bonds it held in H. which were both canceled. 

(7) S. then changed its name to G. S. & D. All trans- 
fers of stock and assets were made within four days and 
H. dissolved within year. 

It is held that neither transfer of assets from G. S. & D. 
to F. nor from F. to H. is a reorganization within the 
meaning of the statute, Gregory v. Helvering, 55 S. Ct. 266, 
but both transactions are nontaxable under the provisions 
of Section 112 (b) (5), Revenue Act of 1928, and the pay- 
ment of $191,000 by S. to H. under the circumstances was 
payment on the purchase price and since F. was in control 
of H., basis of assets in hands of H. is same as in hands 
of transferor.—Handbird Holding Corporation v. Commis- 
sioner, Dec. 8909 [CCH]; Docket No. 72200. 



















































































300 THE TAX MAGAZINE 


Trust Income Set Aside to Pay Real Estate Taxes: Tax 
Liability —Under the terms of a testamentary distributable 
trust on the cash receipts and disbursements basis, the 
trustee set aside in the year 1929 an amount equal to the 
estimated liability of the trust for real estate taxes due 
for the preceding year, which, under the peculiar facts and 
circumstances existing, could not be paid in the year when 
due. Evidence established that the trustee did not, in the 
tax year, pay these taxes or distribute or credit any part 
of the amount set aside to a beneficiary who was also on 
the cash basis. It is held the trustee was authorized to 
withhold from beneficiaries of the trust in the tax year a 
reasonable amount of trust income to meet a tax liability 
which had accrued against trust property, and since the 
beneficiary had no present right in the year to receive any 
portion of the income so withheld, respondent erred in 
determining that any portion thereof was income to the 
beneficiary.—Jack M. Franks v. Commissioner, Dec. 8910 
[CCH]; Docket No. 53685. 


Congressional Study of Conflicting Taxation 


(Continued from page 264) 


Sixth, aside from the increase of the tax burden in 
recent years, there appears to be an enormous in- 
crease in the number of returns, reports, and records 
required of the taxpayer by the various Federal, 
state and local taxing units. The cost of making 
these returns and reports and of keeping the neces- 
sary records adds materially to the gross tax burden 
without increasing the revenues of the governments. 
On examining the Federal and state tax calendar 
for March, I find it would be quite possible for a 
corporation doing a nation-wide business to be re- 
quired to file returns and reports or to pay taxes in 
191 different instances in that one month of the year. 
It is not difficult to visualize the force of accountants 
necessary to do this work and the number of lawyers 
necessary to keep the corporation advised on the 
requirements of existing law. 


Returning to the matter of Congressional studies 
of conflicting taxation, from which I have somewhat 
digressed, I believe it is safe to say that the com- 
mittees of the Congress dealing with taxation will 
continually keep themselves informed as to the exist- 
ing facts in connection with this subject. It is my 
personal opinion that actual results in eliminating 
the evils of conflicting taxation can best be accom- 
plished by the fullest cooperation between these 
Federal committees and the state governments as 
represented by this assembly and its committees. 
At least this seems true unless the Federal Constitu- 
tion is changed, for under that Constitution there is 
practically no bar to the Federal Government from 
levying all forms of taxes and practically no bar to 
the state governments except in the case of import 
duties. In other words, no legal obstacle exists to 
prevent the present state of duplication of taxes on 
the same object or to a further increase in such 
duplication. 


Furthermore, without a Constitutional amend- 
ment, no practical plan of direct legislation has been 
devised whereby the Congress can secure consist- 
ency and uniformity in State taxes. 

It seems to follow, therefore, that in the present 
situation the only immediate hope is for cooperative 
action by the Federal and state legislative bodies. 
There is real need for this cooperation. 


May, 1935 


My first actual experience with the necessity for 
governmental cooperation, as near as I can recall it, 
was as follows: 


As a boy, I used to accompany my father, town 
clerk and treasurer for the town of Barnstable, Mass., 
to the annual town meeting. One year it was 
brought out in this meeting that muskrats were do- 
ing considerable damage. It was voted to pay a 
bounty of 25 cents for each muskrat killed. The 
town treasurer was authorized to pay this bounty 
on presentation of the tail of the muskrat to him as 
evidence of the fact the muskrat had been killed. | 
remember my father used to burn these tails after 
the bounty had been paid so that no duplication in 
the payment of the bounty could occur. 


There was duplication, however, for on the very 
same March 4th, the adjoining town of Mashpee had 
voted a 25 cent bounty on muskrats but the evidence 
of the killing in that other town was the ears. Thus, 
if a man killed a muskrat, he took the tail to Barn- 
stable and the ears to Mashpee, and received 50 cents 
instead of 25 as was intended. 


Now, this state of affairs was generally known 
but nothing could be done about it until the follow- 
ing March 4th. On this occasion, Barnstable promptly 
changed its ordinance so that the evidence of killing 
would be the ears instead of the tail, and on the same 
day Mashpee changed its ordinance so that the evi- 
dence of killing would be the tail instead of the ears. 
So both towns changed, and the result was the same 
as before—a double bounty on each muskrat. 


Now came the dawn. On the next fourth of 
March, there was cooperation. Banstable changed 
to tails; Mashpee kept the status quo. So in the 
third year after muskrat bounties started, double 
bounties were eliminated, and both towns paid boun- 
ties on tails. 


This little story, which I hope is not too inaccu- 
rate (being taken from memory after 40 years), does 
show, I think, the need for cooperation between our 
governmental units. And after all, are not some of 
the present instances of multiple taxation just as 
ridiculous as the double bounty on muskrats? 


It is my sincere hope that actual cooperation in 
taxation between the Federal and State govern- 
ments will soon bea fact. Personally, I look forward 
to the time when the committees of the Congress 
whom I serve will instruct me to proceed with the 
investigation of methods of improving the present 
tax maze. There is certainly no lack of work in the 
tax field. In addition to the problem of conflicting 
taxation, much can be done in the field of simplifica- 
tion, and much in the field of uniformity in state 
taxes. 

It is perfectly obvious from the existing facts that 
the tax burden must be heavy for some years to 
come. It is especially necessary, therefore, to spread 
this burden as equitably as possible. With low rates 
of tax, conflicts and inequities are not seriously felt. 
With high rates, the same conflicts and inequities 
become almost unbearable. This assembly is to be 
congratulated on starting and continuing a move- 
ment which can not fail to be of final benefit to 
every citizen in the country as well as to every 
governmental unit therein. 
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just as soon heat my office 
with a coal stove 


ot: Mo Lom ahi elolbbam othe) 


Ft 


hone Voice Writing 


. . . because it helps me do the 


work of 





2 men!” 


(FROM EDISON RECORDS OF THE WORLD’S BUSINESS) 


The files of Thomas A. Edison, Inc. are full of case histories 
which involve both large and small offices. For example, 
here is the case of a Lawyer:— 

He ‘states that the Pro-technic Ediphone helps him do 
the work of 2 men because it is available—at any time— 
for the dictation of pleadings, deposi- 
tions, letters, etc. When it is necessary 
for him to appear in court, he knows 


This Lawyer also knows that when a brief must be rushed 
through, several secretaries can transcribe it—without du- 
plication of effort. And he knows that valuable time is 
gained for necessary appointments because all dictating 
is done according to the Edison principle of “think once... 


write once ...at once.” 
* TELEPHONE THE EDIPHONE, YOUR CITY. 
]no- An Edison man will show you how the 
that his dictation can be done after Pro-technic Ediphone will increase the 


court, or at any time. Whenever a 
thought comes to mind, he just turns 


Ediph 
to his “24-hour secretary” and talks— ip relate, 


as he does to the telephone. 

















THE COMPLETELY ENCLOSED DICTATING MACHINE 


business capacity of every Dictator and 
Secretary in your 

office at least QA Edveon. 
20% to 50%! orance, N.J. U.S.A. 
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Tackling the Conflicts in Taxation 


(Continued from page 269) 


This type of approach is necessary also to an ex- 
amination of the incidence of the tax system as 
between various income groups. It is possible to a 
certain extent to measure the distribution of the tax 
load between income classes affected by any one par- 
ticular tax measure, but only by aggregating the 
effects on each income class of each separate tax 
measure can the distribution of the load imposed by 
the entire tax system be estimated. Even with such 
data the estimates at best will be mere approxima- 
tions. Incidentally, no comprehensive effort to for- 
mulate such estimates for the United States has been 
published. 

It is important that the retarding influence of tax 
measures on business activity be reduced to a mini- 
mum. Measurement of the relative economic effects 
of the tax system on various industrial groups is an 
objective which a comprehensive revenue picture 
would serve. Poll taxes, personal income taxes, and 
other personal taxes are not particularly burdensome 
to industries as such. They fall, rather, on individ- 
uals as individuals or on individuals as consumers; 
and their only influence on industrial activity is in- 
direct. But business taxes of most kinds, taxes on 
many kinds of property, and numerous types of con- 
sumption taxes, so-called, fall upon or incidentally 
affect business enterprises. Perfecting measure- 
ments of these effects is not easy, since it involves 
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understanding of the market situation, especially 
the elasticity of demand and supply, as well as the 
distribution of taxes and the effect of the one upon 
the other. None the less the effort is certainly worth 


making—not only for economic but also for political 
reasons. : 


Summary 


EST you may have been unable to follow my 

inadequate exposition, let me explain what I 
have been trying to say. In the first place, all gen- 
eral investigations of conflicting taxation should dif- 
ferentiate revenue from administrative problems, 
should emphasize administrative feasibility and econ- 
omy, should stress constitutional and other legal 
aspects, and should recognize clearly all political 
factors involved. In the second place, I have sug- 
gested three sorts of attack on conflicting taxation 
each of which promises generous results: (a) ap- 
praisal of the various methods by which conflicting 
tax difficulties may be alleviated; (b) investigation 
from various viewpoints of particular conflicts and 
of proposed solutions; and (c), perhaps most impor- 
tant of all, development of a comprehensive revenue 
picture for the entire country, which will make pos- 
sible an approximate measure of the influence of 
proposed remedies on the load borne by each tax 
measure, on various industries affected, and on each 
income group, and which will not only make avail- 
able additional factual material but will also add 
perspective to any other approach. 





Rulings of the Bureau of Internal Revenue 


Accumulation of Surplus to Evade Internal Revenue 
Taxes.—Where at the time of filing their returns the 
shareholders of a corporation which comes within the 
provisions of Section 104 of the Revenue Act of 1932, relat- 
ing to accumulation of surplus to evade surtaxes, did not 
include in their gross incomes their entire distributive 
shares of the corporation’s net income in accordance with 
the provisions of Section 104 (d) of the Revenue Act of 
1932, amended returns will not avoid imposition of the tax 
provided by that section—I. T. 2881, XIV-14-7413 (p. 5). 


Admissions Tax.—Where a minimum charge for enter- 
tainment, and/or refreshment, service, or merchandise is 
made for each person admitted to a cabaret, etc., and each 
person is entitled to order refreshment, service, or mer- 
chandise totaling the minimum charge, such charge is not 
taxable under Section 500(a)1 of the Revenue Act of 1926, 
as amended, as an amount paid for admission, but should 
be included in the total bill in computing the “cabaret” tax 
under Section 500(a)5 of the Revenue Act of 1926. 

S. T. 726 (C. B. XIII-1, 431) is modified accordingly.— 
S. T. 799, XI V-11-7374 (p. 15). 


Basis of Property Acquired by Bequest, Devise, or In- 
heritance.—In 1922 A transferred in trust 520y shares of 
stock of the M Company, the trust agreement providing 
that the income be paid to his wife during her lifetime. 
Upon her death the trust was to terminate and the trust 
property was to be returned to A. The wife died in 1929 
and the stock was returned to the taxpayer in that year. 
He sold the stock in 1931. 

Held, the basis to be used by A in determining gain or 
loss upon the sale of the stock in 1931 is the basis in 
his hands prior to the creation of the trust. No reduction 
should be made in the basis by reason of the stock having 
been held in trust. 


Solicitor’s Memorandum 4882 (C. B. V-2, 13) is modified 


in so far as inconsistent herewith.—G. C. M. 14350, XI V-11- 
7371 (p. 8). 


Bonds: Sale and Purchase by a Corporation of Its Bonds. 
—In the case of a taxpayer on the accrual basis expenses 
incidental to the issuance of bonds should be amortized 
over the life of the bonds and allowed as annual deductions 
irrespective of whether the bonds were issued prior or sub- 
sequent to March 1, 1913. Any rulings inconsistent with this 
memorandum are revoked or modified to conform .there- 
with.—G. C. M. 14349, XIV-11-7368 (p. 2). 

Charitable Contributions.—The limitation of 15 per cent 
prescribed by Section 23(0) of the Revenue Act of 1934 
on the amount of contributions deductible from net in- 
come is in respect of the contributions of each individual 
and is based on the separate net income (before deducting 
contributions) of the spouse making the contributions, 
regardless of whether the husband and wife file a joint 
return or separate returns.—I. T. 2872, X1V-11-7369 (p. 4). 

Community Income Under California Law.—Hickman 
decision by the Ninth Circuit, holding that under Cali- 
fornia law compensation received by the wife in 1923 should 
not be treated- as community income and taxed to the 
husband where there was an agreement that the wife’s 
earnings should be her separate property, is not to be 
considered as revoking former G. C. M.’s relating to income 
from California community property received after July 29, 
1927.—G. C. M. 14198, XIV-13-7399 (p. 9). 

Deductions from Gross Income: Kentucky Gross Re- 
ceipts Tax—Inasmuch as the Court of Appeals of the 
State of Kentucky, which is the highest tribunal of the 
State, has decided that the gross receipts tax, effective 
July 1, 1934, levied by the State of Kentucky, is imposed 
upon the vendee instead of the vendor anv that the latter 
is merely a collecting agent, it is held that for Federal 
income tax purposes the tax is deductible as a tax under 
Section 23(c) of the Revenue Act of 1934 by the vendee. 
It is recommended that I. T. 2840, wherein the Bureau took 
the position that the tax is deductible by the vendor, be 
revoked.—G. C. M. 14607, XIV-14-7410 (p. 2). 

Depletion of Oil and Gas Wells.—Where a bonus pay- 
ment is received by a lessor for an oil and gas lease, a 
depletion deduction on the percentage of income basis 
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is allowable against such payment in the year of receipt 
although in such year there was no extraction of oil or 
gas, and no practical assurance of production in the future. 
In such a case, if there is no production from the leased 
premises, the taxpayer must restore the amount of the de- 


duction to income as of the year of the termination of the 
lease. 


G. C. M. 11384 (C. B. XII-1, 64) is revoked.—G. C. M. 
14448, XIV-12-7383 (p. 4). 


Fire and Casualty Companies; Information Required 
under Section 148(d) of the Revenue Act of 1934.—Fire and 
casualty companies will not be required to include in Form 
C-1 the commissions paid to agents inasmuch as it has 
been determined that such commissions are not paid to 
officers and employees within the meaning of section 
148 (d) of the Revenue Act of 1934.—Excerpt from letter 
of March 13, 1935 to Mr. Lee J. Wolfe, New York City, 
signed by Charles T. Russell, deputy commissioner of 
internal revenue. 


Gross Income: Tax Status of Amounts Contributed by 
a University Toward Purchase of Retirement Annuities for 
Its Teachers.—In the case of a university which has of- 
fered to its teachers who were eligible an opportunity to 
obtain retirement annuity contracts with the N Annuity 
Association under which the teacher and the university 
each contribute a sum equal to 5 per cent of the teacher’s 
salary, and the university agrees to make up from its own 
funds the difference between the amount of the annuity 
purchased by the previous payments and an amount neces- 
sary to bring the teacher’s total annuity up to what he 
would have received under the original Carnegie scale, 
it is held: 


(a) Contributions made by the university to the fund 
to provide retirement annuities for its teachers do not con- 
stitute income constructively received by the teachers in 
the years in which such contributions are made. Such pay- 
ments are not, therefore, required to be included in the 
gross income of the teacher in the year in which they are 
made by the university. The amount contributed by the 
teacher toward the purchase of a retirement annuity con- 
stitutes “the aggregate premiums or consideration paid for 
such annuity” within the meaning of Section 22(b)2 of the 
Revenue Act of 1934 and the corresponding provisions of 
the Revenue Acts of 1926, 1928, and 1932. The amount 
contributed by the university should not be treated as a 
part of such “aggregate premiums or consideration paid.” 

(b) Amounts received by the teacher in the form of an- 
nuities are to be returned for Federal income tax purposes 
in the manner and to the extent provided in Section 22(b)2 
of the Revenue Act of 1934 and the corresponding provi- 


— of the Revenue Acts of 1926, 1928, and 1932. —I. T. 
2874 


Ownership Certificates for Bond Interest.—Interest on 
farm loan bonds issued by joint stock land banks is not 


required to be reported on ownership certificates.—I. T. 
2877, XI V-13-7398 (p. 5). 


Partnerships: Basis for Assets Contributed to a Partner- 
ship—In G. C. M. 10092 (XI-1 CB 114) the Bureau held 
that the basis upon the sale by a partnership of an asset 
contributed in kind to the partnership is the basis of the 
contributing partner. The Bureau adheres to that position 
notwithstanding two Board decisions, affirmed by the Sec- 
ond Circuit and certiorari denied, holding that upon 4 sale 
by a partnership of property contributed by a partner at 
the time of organization at its then value, which was 
greater than the partner’s basis, for a price greater than the 
value when contributed, the basis for computing the gain of 
the partnership is such value.—Mim. 4311. 


Returns: Preparation of by Agents and Attorneys— 
Form of Affidavit—The affidavit required by Treasury 
Decision 4476 (I. R. B. XIII-40, 3) and Department Circular 
230 (I. R. B. XIII-45, 24) to be filed by a person preparing 
a return for another person is designed to make the at- 
torney or agent preparing the return responsible for an 
accurate, true, and complete report in the return of all 
the information of which the attorney or agent has any 
knowledge; but it is not intended to make him responsible 
for the truth and accuracy of information furnished to 
him for use in preparing the return where the verification 
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of the information by the attorney or agent was not em- 
braced in his employment to prepare the return.—G. C. M. 
14509, XI V-13-7396 (p. 3). 

Surtax on Personal Holding Companies: Payment of Tax 
on Pro Rata Shares.—Stockholders of a personal holding 
company of record as of the end of the taxable year 1934, 





The British Income Tax 
(Continued from page 266) 


finances; and although he complains bitterly about 
the income tax, he realizes that the prevailing high 
rate of the tax is essential, and pays up with good 
grace. Last year, Great Britain had a surplus, and 
while it is true that a substantial portion of such 
surplus was derived from “death duties” from an 
abnormally large estate, and was, therefore, of a 
non-recurring nature, nevertheless the rate of the 
income tax was reduced from 5/- in the pound, or 
25 per cent, to 4/6d in the pound, or 22% per cent. 


Inasmuch as all persons earning more than $500 
a year if single, or $750 a year if married, are subject 
to income tax, the greater proportion of the citizens 
who are not receiving the “dole” are taxpayers, and 
as such, both rich and poor to a greater or lesser 
degree contribute to the national income. 


Inspectors of taxes have considerable authority 
vested in them. All returns and assessments are 
examined by them before being delivered to the 
Commissioners; and they have power to adjust as- 
sessments and to make surcharges. It is with his 
local Inspector of Taxes that the taxpayer handles 
his income tax matters, and only in the event that 
they cannot reach agreement, is a disputed matter 
referred to the Commissioners. This relegation of 
authority to Inspectors of Taxes in the field is prob- 
ably the main factor towards smooth administration 
of the tax. Inspectors of Taxes are civil servants, 
but are appointed and paid by the Treasury. 


In order to show the method of computation of 


the “standard” tax, the following illustration is 
given: 


The taxpayer is a married man with one child under 16. 
He received a salary of £400 and his employer paid income 
= on said salary in amount £90. His wife earned a sal- 

ary of £60. He received net dividends of £77-10-0. He 
owns and lives in a house having a “gross annual value” 


of £80. He paid premiums on life insurance policy for 
£1000 amounting to £40. 


COMPUTATION OF THE TAX 


Tota INCOME 
Salary—plus income tax te by em- 








ployer tata Ged ve Doce e eae £490 
Salary of wife a - 60 
Totat EARNED INCOME .... £550 
House—Gross Annual Value ... . £80 
Lress—Allowance for_ repairs, 
1/5th of Gross Annual Value 16 64 
Dividends (Gross amount) ~ aio 100 
Tota INCOME £714 
ALLOWANCES 
Earned Income Relief: 
1/5th of £550 £110 
Personal Exemption (Married man) 150 
Earned Income of Wife: 
4/Sths of £60—£48 
But the maximum allowance is 45 
Child .. ; ; a 50 355 
TAXABLE INCOME ‘a J ~ £359 
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in order to avoid the surtax on personal holding companies, 
must include in their gross incomes for that year their pro 
rata shares of the company’s adjusted net income for the 
entire year ended December 31, 1934.—I. T. 2877, XIV-13- 
7398 (p. 5). 


£175 taxed at half the standard rate, 





2/3d in the pound (Reduced Rate Allowance) £19-13-9 
£184 taxed at full standard rate, 
eS eee ae ; ‘ 41- 8-0 
a eT £61- 1-9 
Deduct—Life insurance premium allowance, 
£40 at 2/3d in the pound 4-10-0 
TH NOE oon hago deg's ba & SRS £56- 11- 
ANALYSIS OF THE TAX PAYABLE 
Earned income £ 19-13-90 
Property tax—net annual value of house 14- 8-0 
Dividends—deducted at the source 22-10-U 
£56-11-9 





Inasmuch as the tax on dividends (£22-10-0) has already been 
paid, by deduction at the source, the ‘‘Notice of Assessment’? would 
contain a demand for £34-1-—9, being tax on earned income and net 
annual value of the house. 


ory soe 


COMPARISONS BETWEEN THE BRITISH AND UNITED é 
STATES INCOME TAX PROVISIONS 1 
(In Terms of Dollars, on the Basis of Five Dollars to the British Pound) § 
g 
ITEM BritTisu UNITED STATES i 
Personal Exemption: 
Single person ........ ae $500 $1,000 
Married person 750 2,500 
Normal or Standard Rate of Tax 221.4% 4% 
Sur-Tax: 
Income exempt from surtax $10,000 $4,000 
Range of rates on incomes sub- 
ject to surtax : 5% to 37U’% 4% to 59% 
Earned Income Allowance: 
Rate , 20% 10% 
Maximum allowance , , $1,500 $1,400 
Child Allowance: 
Age limit ere 16 18 
Peret chad ....... a eee $250 $400 
rR ROE Se mance 200 - 400 
Dependent Allowance - P 250 400 
Life Insurance Premium Allowance 11144% None 
Gains on Sale of Capital Assets... Exempt from Subject to 
taxation. taxation. 
Income Tax Paid by Employer on Additional Not liable to 
Salary of Employee income to taxation. > 
employee. ; 
Housekeeper Allowance .. $250 None 
Corporation Tax Rate 2214% 1334% 
Tax Payable on Corporation Net ie ; f 
come of $100,000 .. i 22,500 $13,750 A 
Tax Payable on Earned Income of : 
$4,000: 
eS ee 510 104 
Married person .. 450 45 
Married person with 3 children. 305 None 


The Taxation of Economic Surplus 
(Continued from page 273) 


The suggestion for taxation of the surplus should be 
given consideration by the public and by legislators. 
The principle is not new. It is but a fresh emphasis 
upon a vaguely realized and much neglected truth. 
The empirical groping of fiscal practices, indeed, has 
moved in the direction of such taxation although it 
has moved in an uncertain path. What is needed 
is to push such practices to their logical conclusion 
and to walk the path straight. That time is probably 
remote. Not until the economic significance of taxa- 
tion takes precedence over the other considerations | 
can the goal be achieved. 
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May, 1935 COURT DECISIONS 


Court Decisions 
(Continued from page 294) 


of Appeals, Eighth Circuit, in Public Opinion Publishing 
Company, a Corporation, v. Leslie Jensen, Collector of Inter- 
nal Revenue. No. 9925. March term, 1935. 

District Court (Dist. of So. Dakota) decision affirmed. 


Consolidated Returns.—A consolidated return was prop- 
erly filed by affiliated corporations in 1929, where the 
parent company’s income was excluded by reason of it 
being an insurance company. 

The filing of a consolidated return by one of the mem- 
bers of an affiliated group, other than the parent company, 
the parent company being an insurance company, did not 
constitute such a failure to comply with the regulations 
as to justify the Commissioner in assessing the tax upon 
the separate income of each company under Article 18 (b) 
of Regulations 75, 1928 Act.—U. S. Circuit Court of Appeals, 
Second Circuit, in Corner Broadway-Maiden Lane, Inc. v. 
Commissioner of Internal Revenue. 

Board of Tax Appeals decision, 29 BTA 762, reversed. 


“Dealer in Securities” Construed.—A partnership is not 
a dealer in securities within the meaning of Article 105 of 
Regulations 74, 1928 Act, where its members were em- 
ployees of a brokerage firm and operated the partnership 
business in the nature of a trading account with the broker- 
age firm on their own account and not as dealers in 
securities.—U. S. Circuit Court of Appeals, Tenth Circuit, 
in C. E. Wilson v. Commissioner of Internal Revenue, Re- 
spondent. Rex. P. Arthur, Petitioner, v. Commissioner of 
Internal Revenue. Nos. 1138, 1139. 

Decision of Board of Tax Appeals, 29 BTA 1022, affirmed. 


Deductions from Gross Income: Salaries.—The action of 
the Board of Tax Appeals in sustaining the Commissioner 
in the disallowance of the entire amount of $125,000 paid 
to the three executive officers of a close corporation in 
addition to fixed salaries (totaling $46,100) in 1926, was 
arbitrary and clearly wrong on the undisputed facts, which 
are considered by the court to be unusual.—U. S. Circuit 
Court of Appeals, First Circuit, in Heywood Boot & Shoe 
Company v. Commissioner of Internal Revenue. No. 2965. 
Oct. term, 1934. 

Decision of Board of Tax Ape, 29 BTA 1188, re- 
versed and remanded. 


Depletion of Oil Wells—Where a cash bonus and royal- 
ties received in 1922 exceeded the fair market value of the 
oil rights at the date on which title was vested in the 
taxpayer, depletion of such value should be apportioned 
to the bonus and royalties in the same ratio as the bonus 
bears to the sum of the bonus and the estimated royalties, 
in accordance with Article 215, Regulations 62, as amended. 

Where market value is the base figure for depletion, an 
expenditure made in settlement of a controversy concern- 
ing the title is not to be added to such market value.— 
U. S. Circuit Court of Appeals, Tenth Circuit, in W. G. 
Fink and IV. S. Sprague, Executors of the Last Will and 
Testament of Lucinda Pitman, Deceased, v. Commissioner of 
Internal Revenue. No. 1143. Jan. term, 1935. 

Board of Tax Appeals decision, 24 BTA 244, affirmed on 
these issues. 


Enjoinment of Collection of Tax on Manufactured and 
Diverted Distilled Spirits—Suit to enjoin Collector from 
selling property, incident to the collection of taxes assessed 
upon manufactured and diverted distilled spirits, until the 
plaintiffs were given an opportunity to be heard as to the 
legality and validity of the taxes is dismissed as such 
action is not permissible under Sec. 3224, Revised Statutes. 
—U. S. District Court, Dist. of Wyoming, in Joe Coletti 
and Rose Coletti v. Thomas K. Cassidy, Collector of Internal 
Revenue for Wyoming. 


Enjoinment of Collection of Excise Tax on Liquor Deal- 
ers Under Section 701 of 1926 Act.—The annual excise “tax” 
of $1,000 purported to be levied on liquor dealers in dry 
States by Section 701, Revenue Act of 1926, is not a tax 
but a penalty, collection of which may be enjoined. A 
bill to enjoin collection is not premature, in view of the 
Collector’s published statement of intention to collect the 
tax.—U. S. District Court, So. Dist. of Alabama, in Cleve- 
land v. Davis, Collector, et al.,9 Fed. Supp. 337. 
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Excise Tax on Liquor Dealers in Dry States: Constitu- 
tionality—The annual excise “tax” of $1,000 purported to 
be levied on liquor dealers in dry States by Section 701, 
Revenue Act of 1926, is a penalty and not a tax, and its 
constitutionality is doubtful. Conviction for failure to pay 
the tax is reversed.—U. S. Circuit Court of Appeals, Fifth 
Circuit, in Gus L. Constantine v. United States of America. 

Judgment of conviction by the District Court (No. Dist. 
of Ala.) reversed. 


Gain or Loss on Sale of Stock: Effect of Assignment to 
Escape Tax Liability—Where a corporation, after con- 
tracting to sell certain stocks owned by it which were at 
the time of the contract held by certain banks as security 
for its indebtedness, executed assignments of the stock, 
without making an actual distribution of the stock, to its 
stockholders, such assignments were ineffectual to enable 
the corporation to avoid the payment of a tax on the profit 
resulting from the sale—U. S. Circuit Court of Appeals, 
Third Circuit, in Liberty Service Corporation v. Commissioner 
of Internal Revenue. No. 5587. Oct. term, 1934. 

Decision of Board of Tax Appeals, 28 BTA 1066. 


Income from Trusts.—Trust income, distributed in 1925 
and 1926 to the beneficiaries, two of whom were married 
men, residents of Texas, where income which accrues to 
the matrimonial community belongs equally to husband 
and wife and is taxed one-half to each, is taxable as the 
separate income of the husband to the extent it can be 
shown such income was derived from royalties. In the 
accounting, outlays by the trustee specially connected with 
these items are to be considered, and also a fair propor- 
tion of the general expenses of the trust, so as to ascertain 
what part of the net payment to the beneficiaries really 
came from royalties.—U. S. Circuit Court of Appeals, Third 
Circuit, in Commissioner of Internal Revenue v. Ted B. Wil- 
son. Commissioner of Internal Revenue v. Luke W. McCrory. 
Nos. 7343, 7344. 

Reversing in part and remanding memorandum decision 
of Board of Tax Appeals. 


Installment Obligations: Gain or Loss Upon Disposition 
Thereof.—Section 44(d) of the 1928 Act is not unconstitu- 
tional in that it imposes a tax on the income of the dece- 
dent during his lifetime because of an event—transmission 
of his property—which did not occur in his lifetime, and 
in that it measures the profit, not by the value of the notes 
when the sale is made, but at a different date, the time 
of transmission. Congress has the powe, to tax the entire 
profits of the sale when made, but by Section 44(d) it grants 
the taxpayer an option, by which he is bound, if he exer- 
cises it. 

Gain realized from the sale of stock in 1929 and repre- 
sented by installment notes is taxable as income to the 
decedent on the basis of the value of the notes at the time 
of his death in 1929.—U. S. Circuit Court of Appeals in 
Minnie R. Nuckolls, as Executrix of the Estate of Ezra 
Nuckolls, Deceased, v. United States of America. No. 1160. 
Jan. term, 1935. 

District Court decision affirmed. 


Liability of Surety on a Tax Payment Bond.—Surety on 
bond is not required to pay a deficiency and interest there- 
on in excess of the amount of the bond until after notice 
to him and then only at the legal rate instead of the tax 
rate—U. S. Circuit Court of Appeals, Fifth Circuit, in 
Maryland Casualty Company v. United States of America. 
No. 7602. 


Decision of District Court reversed and remanded. 


Losses.—Loss claimed by a parent corporation on the 
sale of the stock of a subsidiary corporation in 1925 should 
be reduced by a dividend received in 1922, which had been 
declared before the purchase of the stock by the parent 
corporation, but was payable after the date of purchase. 

Loss sustained by a parent corporation upon the sale in 
1925 of its subsidiary’s stock, which sale terminated the 
affiliated status, was not deductible from consolidated in- 
come for the period of affiliation, and where taxpayer failed 
to show an allocation of income to the periods during and 
after affiliation, no deduction for such loss was allowable.— 
U. S. Circuit Court of Appeals, Seventh Circuit, in S. Silber- 
man & Sons v. Commissioner of Internal Revenue. No. 5342. 
Oct. term, 1934, Jan. session, 1935. 

Decision of Board of Tax Appeals, 27 BTA 1207, affirmed. 
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A corporation which in 1930 purchased from wholly 
owned subsidiaries securities at a price greatly in excess 
of the market price thereof, and immediately thereafter 
sold them at a price to net less than the market price 
when acquired, may not claim as a loss the difference 
between the amount paid to its subsidiaries and the amount 
received from the resale—U. S. Circuit Court of Appeals, 
Third Circuit, in Pennsylvania Indemnity Company v. Com- 
missioner of Internal Revenue, No. 5608, October term, 1934. 

Board of Tax Appeals decision, 30 BTA 413, affirmed. 


Loss claimed in 1925 by taxpayer is denied where the 
loss was based upon the difference between the value as 
of April 19, 1913, of an annuity of $5,000 per annum, payable 
semiannually for a period representing the life expectancy 
of the taxpayer’s mother, and the value as of April 19, 1913, 
of the payments actually received up to the date of the 
mother’s death, in 1925, three years prior to the end of her 
expectancy. No capital loss was sustained under Section 
213 (b) (2) of the 1926 Act rol. S. Circuit Court of Appeals 
for the District of Columbia in Guy T. Helvering, Commis- 
sioner of Internal Revenue, v. Mrs. Cora K. Louis. No. 6333. 

Board of Tax Appeals decision, 29 BTA 1200, reversed. 


Loss is disallowed in 1924 as to worthless bonds of a 
corporation, acquired by the petitioner after he had as- 
sumed and paid the corporation’s debt to a bank of which 
he was vice-president. Petitioner had no interest in the 
corporation, but paid its debt to the bank because he felt 
morally responsible, having recommended the loan. The 
loss was not from a transaction entered into for profit, nor 
is it deductible as a bad debt since petitioner did not prove 
that he had charged off the debt, nor is it from a sale or 
exchange of property.—U. S. Circuit Court of Appeals, 
Fifth Circuit, in Walter T. Candler v. Commissioner of In- 
ternal Revenue, No. 7595. 

Memorandum decision of Board of Tax Appeals affirmed. 


Losses alleged to have been sustained from the sale of 
stock in 1928 and 1929 are not deductible, where the peti- 
tioner purchased certain shares of corporate stock under 
a deferred-payment contract and thereafter purported to 
sell a portion of the stock to various so-called purchasers 
under separate but similar contracts, conditioned upon the 
petitioner’s carrying out the contract with his vendor, but 
retaining title to the stock with all rights of ownership. 

Where the deferred-payment contract by which the pur- 
chaser acquired the stock referred to the purchase price 
at $322,250 and stated how the purchase price should be 
paid, but made no reference to the payment of interest, 
no part of the purchase price so agreed upon and stated in 
the contract represents interest which the petitioner was 
entitled to deduct from his income in 1928 and 1929.—U. S. 
Circuit Court of Appeals, Second Circuit, in George S. Mac- 
Donald v. Commissioner of Internal Revenue. 

Board of Tax Appeals decision, 30 BTA 884, affirmed. 


The cost, in excess of the appraised value, of Imperial 
Russian Government bonds is held deductible in 1929, when 
charge-off was authorized by the national bank examiner, 
even though the bank had charged off a certain amount of 
the cost each year but had not claimed a deduction therefor. 
—U. S. Circuit Court of Appeals, Third Circuit, in Lebanon 
National Bank v. Commissioner of Internal Revenue. No. 5530, 
October term, 1934. 

Order of Board of Tax Appeals in unpublished memo- 
randum decision is vacated and the case remanded. 


Redemption of Stock by a Corporation—Redemption in 
1927 by a corporation of one-third of the stock of each 
stockholder for cash is held not a redemption of stock 
coming within the provisions of Section 201 (g) of the 1926 
Act, under which the redemption would be taxed as the 
distribution of a taxable dividend.—U. S. Circuit Court of 
Appeals, Third Circuit, in Commissioner of Internal Revenue, 
Petitioner, v. Clara L. Ahlborn and Ivon H. Budd, Executors 
of Estate of Henry Ahlborn, Deceased. No. 5533, October 
term, 1934. 


Memorandum decision of the Board of Tax Appeals 
approved. 


Reorganization.—Where, pursuant to a plan of reorgan- 
ization, three persons owning all the shares of a corpo- 
ration conducting a local business cause the corporation’s 
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assets to be transferred to another corporation with nation- 
wide activities, for cash, which is immediately distributed, 
and 7% per cent of the shares of the larger corporation, 
the local corporation continuing in existence, the trans- 
action is a reorganization within the meaning of the lan- 
guage used in Section 112(i)(1)(A) of the 1928 Act reading 
as follows: “the acquisition by one corporation of * * * 
substantially all the properties of another corporation.”— 
U. S. Circuit Court of Appeals, Eighth Circuit, in Minnesota 
Tea Company v. Commissioner of Internal Revenue. No. 
10,031. March term, 1935. 

Board of Tax Appeals decision, 28 BTA 591, 
and remanded. 


reversed 





Court having held in the Minnesota Tea Co. that a re- 
organization was involved, reversing the Board of Tax 
Appeals, this case, involving the effect of the distribution 
to the stockholders in. connection with the same trans- 
action, is remanded.—U. S. Circuit Court of Appeals, Eighth 
Circuit, in E. C. Peterson v. Commissioner of Internal Reve- 
nue, Respondent. L. T. Peterson, Petitioner v. Commissioner 
of Internal Revenue. Nos. 10,032, 10,033. March term, 1935. 

Board of Tax Appeais decision, 28 BTA 591, remanded. 





Transfer of a corporation’s assets to another corporation 
for cash and stock of the acquiring corporation, the transferor 
continuing in existence and holding as assets the acquired 
shares, was not a statutory reorganization under Section 
112(i) (1) A of the 1928 Act. The transferor is taxable 
upon the gain, measured by the difference between the 
basis of the assets and the cash and fair market value of 
the stock received, the fair market value of the stock not 
being reduced on account of a voluntary agreement not to 
alienate for three months, which agreement was entered 
into for the purpose of maintaining the market price for 
the mutual advantage of the parties to the agreement.— 
U. S. Circuit Court of Appeals, Fourth Circuit, in The G 
and K Manufacturing Company v. Commissioner of Internal 
Revenue. No. 3810 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Retail Liquor Dealers’ Tax.—Special and occupational 
taxes on retail liquor dealers under Section 3244, Revised 
Statutes, and Section 701, 1926 Act, are collectible against 
a liquor dealer in Pennsylvania for the four months ending 
June 30, 1930, these taxes having remained in force during 
the period of the National Prohibition Act and after its 
repeal, and being considered true taxes and not penalties. 
—U. S. District Court, East. Dist. of Penn., in United States 
of America v. Columbia Fruit Products Company, Inc., Prin- 
cipal, 214 Central Avenue, Fredonia, New York, and United 


States Fidelity and Guaranty Company, Baltimore, a 
—No. 17,256. 


Special Assessment.—W here the taxpayer requested spe- 
cial assessment as to its 1920 taxes which was granted, and 
in connection with such request agreed to a certain valua- 
tion of timber lands as of March 1, 1913, it may not sue 
for a refund of the tax on the ground that the valuation 
of the timber lands was too low. The Commissioner’s 
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action in granting special assessment was a discretionary 
act and there can be no revision of the computation of tax 
by judicial review. The fact that taxpayer’s valuation, if 
sustained, would result in no tax liability whatever does not 
alter the rule—U. S. Court of Claims in Michigan Iron and 
Land Company, a Michigan Corporation, v. The United States. 
No. 41973. 


Spurious Sale of Stock.—Finding of the Board of Tax 
Appeals that a purported sale of stock by the taxpayer 
through a broker to her son, made admittedly for the 
purpose of establishing a tax-loss deduction, was not bona 
fide was justified from the evidence. “Oral testimony may 
be ‘undisputed,’ but may not from all the evidence in the 
case constitute ‘indisputable evidence’.” Dissenting opinion 
filed as to treatment, by the higher courts, of finding of 
fact by the Board of Tax Appeals.—U. S. Circuit Court of 
Appeals, First Circuit, in Luella Hoyt Slayton, Petitioner for 
Review, v. Commissioner of Internal Revenue. No. 2950. 
October term, 1934. 


Transfer of Assets by a Partnership to a Corporation: 
Tax Liability on Transfer—Consolidation of Accounts of 
Partnership and Corporation.—Transfer in 1924 by part- 
nership of its assets to a corporation, in which it owned 
substantially all the stock, for an agreed consideration was 
a sale resulting in the realization of profit by the partner- 
ship, which sale was subject to income tax, the transfer 

‘not representing a capital contribution. 

Partnership is not entitled to consolidate its accounts 
with those of a corporation in which it owned substantially 
all the stock, under the provisions of Sec. 240(d) of the 
1924 Act and Section 240(f) of the 1926 Act, after it has 
sold its assets to the corporation at a profit—U. S. Circuit 
Court of Appeals, Seventh Circuit, in Abe Ackerman v. Com- 
missioner of Internal Revenue. No. 5269. October term, 1934, 
January session, 1935. 

Decision of Board of Tax Appeals, 27 BTA 7875, affirmed. 


Trusts: Treatment of a Dividend Received Part of Which 
Represented Payment Out of Surplus Existing at Date of 
Death of Decedent Where Will Created the Trust.— Where, 
after the death of the owner, stock is distributed by his 
executors to a trust created by his will, and thereafter, 
while the stock is held as part of the corpus of the trust, 
the trustees receive, in 1927 and 1929, an extraordinary cash 
dividend, the portion of such dividend paid out of surplus 
of the corporation existing at the date of decedent’s death 
is not a return of capital to the trust, but a dividend and 
income within the revenue acts; and its character as such, 
for Federal tax purposes, is not affected by any rule of 
local law that portions of the dividend paid from existing 
surplus at the date of death must be held for the remainder- 
man as corpus of the trust and may not be distributed to 
the life beneficiary. —U. S. Circuit Court of Appeals, Third 
Circuit, in Ella P. Burdick, Trustee, Estate of Joel W. Burdick, 
Deceased, v. Commissioner of Internal Revenue. No. 5566. 
October term, 1934. 

Decision of Board of Tax Appeals, 29 BTA 731, affirmed. 





Where a taxpayer in debt upon a loan secured by cor- 
porate shares pledged as collateral, transfers the shares 
irrevocably to a trustee, with direction that certain income 
therefrom as soon as received shall be used to pay the 
debt, the taxpayer is not a beneficiary of the trust and is 
not taxable upon such income as being currently dis- 
tributable to her when used to pay her debt in 1929.—U. S. 
Circuit Court of Appeals, Second Circuit, in Lucy A. Blu- 
menthal v. Commissioner of Internal Revenue. 

Board of Tax Appeals decision, 30 BTA 591, reversed. 


Valuation of Unpaid Real Estate Installment Notes Held 
by a Decedent.—Valuing unpaid real estate installment 
notes at a fair present valuation at date of decedent’s death 
in 1929 is held to be a proper and practical way of ascer- 
taining his income resulting from the transmission of the 
installment notes by reason of his death, such income being 
taxable under Section 44 (d) of the 1928 Act at the capital 
gain rate under Section 101 (a) of that act.—U. S. Circuit 
Court of Appeals, Third Circuit, in The Provident Trust 
Company of Philadelphia, Executor of the Estate of Owen 
Osborne, Deceased, v. Commissioner of Internal Revenue— 
No. 5536. October term, 1934. 

Decision of Board of Tax Appeals, 29 BTA 374, affirmed. 


THE TAX MAGAZINE 





May, 1935 


Surtaxes on “Personal Holding Companies 
and Corporations Improperly 
Accumulating Surplus 


(Continued from page 280) 


ingly out of harmony with the intent of the Act as 
the Senate Finance Committee, in commenting upon 
the changes made by the Committee in the House 
Bill stated as to this particular point. “Considerable 
hardship has been avoided by permitting the deduc- 
tion from the adjusted net income of a reasonable 
amount used or set aside to retire indebtedness incurred 
prior to January 1, 1934. This will substantially and 
properly relieve personally owned corporations which 
have outstanding bonds or other indebtedness that 
must be met from current earnings before distribu- 
tion can be made.” The test is whether or not the 
indebtedness was incurred prior to January 1, 1934, 
and not the type of indebtedness. Forcing the cor- 
poration to pay dividends will not strengthen the 
financial condition of the corporation and reduce in- 
solvency. Also no consideration is given to the 
corporation which may have an accumulated deficit 
and the possible requirement of the State law that 
this deficit be eliminated before payment of any 
dividends. 


Separate Return 


RTICLE 8* requires that separate return be 

filed for the imposition of surtaxes under Sec- 
tion 351 (Title I-A of the Revenue Act of 1934) on 
form 1120H which return is due at the time of filing 
the regular return and payment of the tax is to be 
made in the same manner as the normal tax. It is 
also stated that the same provisions of the law re- 
lating to the period for assessment and collection 
which govern the tax imposed by Title I (income 
tax) applies, but that “since this is a distinct and 
separate tax from those imposed by Title I, the fil- 
ing of a return under Title I will not start the period 
of limitation for assessment of this surtax. If the 
corporation subject to Section 351 fails to file a re- 
turn, the tax may be assessed at any time.” This 
is important as it is to be noted that the excess 
profits tax set out in Title V, does not require a sepa- 
rate return, but is made a part of the regular corpo- 
ration income tax return. 

A deficiency with respect to the surtax imposed by 
Section 351 requires the Commissioner to follow the 
same procedure which applies to deficiencies in in- 
come tax under Title I and the penalties relating to 
interest in addition to tax also apply to the surtax, 
but the administrative provisions applicable to the 
surtax are not confined to those contained in Title I, 
but embrace all provisions in the general statute 
which have any application to income taxes. 

In Article 9,* it is provided that the determination, 
assessment and collection of the tax imposed by Sec- 
tion 351 in the examination of the returns and claims 
in connection therewith will be made under such 
procedure as may be prescribed from time to time 
by the Commissioner. 


3 Article 351-8 in Regulations 86. 
* Article 351-9 in Regulations 864. 
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Conclusion 


ROM the foregoing analysis it is believed that 

ordinarily corporations retaining their earnings 
undistributed would be taxed less under Section 351 
than under Section 102 if they can meet the specific 
provisions outlined in Section 351 in order to be 
taxed thereunder. It is possible, however, to con- 
ceive of cases where the tax under Section 102 may 
be less by reason of the surtax rate being 5 per cent 
less in the respective brackets than under Section 351. 
The apparent benefits given to the “personal holding 
companies” but denied to “investment” or other 
holding companies, especially in regard to the reten- 
tion of earnings required to meet maturing obligations, 
results in serious discrimination between taxpayers 
and raises the question as to whether or not the 
provisions of the law are valid. 

The economic conditions which corporations have 
had to face during the last three years emphasize 
the need of building up substantial reserves to meet 
such conditions. The levying of taxes of 25 per cent 
and 35 per cent on earnings of corporations which 
may be absolutely needed to meet existing maturing 
obligations or to wipe out past deficits is seemingly 
an attack on conservative management, and may 
seriously impair a corporation’s credit unless it is 
willing to pay the tax penalty or be able to get all 
the stockholders to agree to put back into the cor- 
poration the dividends which it would be forced to 
declare or credit to the stockholders in order to avoid 
the imposition of these surtaxes. 

The condition can arise where a corporation may 
have a loss from the sale or exchange of capital 
assets in excess of the $2,000 allowance in Section 117, 
which loss may entirely eliminate its income, so that 
the books of the corporation would show a deficit 
instead of income. Under these circumstances the 
corporation under Section 102 might be called upon 
to actually declare dividends out of capital in order 
to escape the surtaxes, and in so doing violate a state 
law prohibiting the payment of dividends except out 
of earnings. 

With business seeking ways out of the depression, 
it would seem that tax legislation should not be 
enacted to embarrass conservative management by 
setting up special handicaps for business conducted 
under the corporate form. 


Actual Income Versus Taxable Income 
Under the 1934 Act—Deductions 


(Continued from page 262) . 
tions or adjustments under this head; however, it 
is interesting to find that for the purpose of this 
surtax actual net losses on the sales or exchanges 
of capital assets are allowed as a deduction, likewise 
Federal income and excess profits taxes, as well as, 
of course, dividends paid during the taxable year. 
Another deduction allowed in the case of the income 
subject to this tax as compared with the surtax on 
account of unreasonable accumulation of surplus, is 
that the corporation may deduct amounts set aside 
or used to retire indebtedness incurred prior to Janu- 
ary 1, 1934 provided the amounts so set aside are 
reasonable. 








ACTUAL INCOME VERSUS TAXABLE INCOME—DEDUCTIONS 
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This provision is, of course, clearly a penalty pro- 
vision and has no bearing on the determination of 
true income, and yet, strangely enough, Congress 
allowed some deductions, as already stated, in con- 
nection with this surtax which bring the taxable 
income closer to true income than in the case of the 
other penalty tax just mentioned. 


Conclusion 


N his article on the comparison between actual 

gross income and taxable gross income, Mr. 
Cooper endeavored to lay down general principles 
so that when particular problems arose the answer 
might be found by application of such general prin- 
ciples, at least in the first instance, rather than by 
comparing each particular case with a similar case 
contained in a decision or ruling. It is clear that 
with respect to deductions such a course cannot be 
followed, or at least only within narrow limits. Be- 
lieving that deductions are entirely discretionary, 
Congress has naturally not followed any principle, 
and since each deduction is in that sense a voluntary 
allowance the requirements of the Act must be strictly 
complied with. The trouble is, of course, that the 
requirements of the Act are quite general, which 
means that in most cases such requirements must be 
met as interpreted by the official regulations and by 
the ordinary every day administration of both the 
Act and the regulations by the Government Officials. 
It is quite human that in accordance with the theory 
of discretion both the regulations and the adminis- 
trative practice of the officials require that the tax- 
payers prove their right to any particular deduction 
by clear and convincing evidence. In particular 
cases this evidence might be quite difficult to sub- 
mit. In determining whether in the case of a par- 
ticular problem the requirements have been met, it is 
usually necessary, in addition to examining the stat- 
ute and the regulations, to examine also decisions 
and rulings in similar cases, bearing in mind also 
that during the last year or so the Bureau of Internal 
Revenue has interpreted the deductions provisions 
of the statute with much greater strictness than be- 
fore; it would follow, naturally, that the amount of 
proof needed for the allowance of deductions from 
now on will be somewhat greater than in the past. 
This is particularly true with respect to losses and, 
with the very strict provisions of the 1934 Act con- 
cerning the allowance of losses as deductions before 
it, it has been the tendency of the Bureau to read 
into the prior Acts some of the same degree of 
strictness. 


Tax Legislation Hazards 
From The Mining Congress Journal 


It’s going to be different when pay day comes around. 

Answering Huey Long who said taxes ought to be 

levied to pay for the appropriation, Virginia’s Carter Glass 
probably hit the nail on the head. , 

Asked Mr. Glass: “Does not the Senator (Long) know 
the Wagner-Costigan anti-lynching bill has not as yet 
passed?” 

Answered Mr. Long: “What has that to do with this 
matter ?” 

Answered Mr. Glass: “The Senator knows very well that 
if the Senate were to impose NOW the taxes necessary 
to meet the current indebtedness of the United States, all 
of us would be lynched before we would get back home.” 


310 THE TAX MAGAZINE 





May, 1935 










New Tax Publications 


State and Local Taxation of Banks in the United States, 
by Ronald B. Welch, Ph. D. Special Report of the New 
York State Tax Commission No. 7. 256 pages. 

This study is concerned with state and local taxation of 
a group of institutions which is not clearly defined in law 
or in economic theory—the gfoup including national banks, 
state banks, trust companies and stock savings banks. 

The first two chapters are essentially historical. The 
remaining chapters are a more detailed description of the 
various types of bank taxation now in use or under con- 
sideration in the forty-eight states, with an analysis of 
their theoretical adequacy. 

Two chapters (III & V) deal with three major ad valorem 
tax bases for banks—assets, liabilities, and net worth, and 
the next three chapters are a consideration of the major 
income tax bases—net income, gross income, and dividends. 
Chapter IX covers taxation of mutual savings banks, build- 
ing and loan associations, and many types of miscellaneous 
financial corporations which are on the margin of the 
banking industry. 

In the final chapter the author assigns the position of 
bank taxation in the general scheme of taxation and pre- 
sents conclusions and recommendations, which conform 
in general contour to the Model System of State and 
Local Taxation as developed by the National Tax Associa- 
tion, though, as is pointed out, the reporting committees 
have refrained from including banks within the framework 
of the “Model System.” An amendment of Section 5219 
of the Revised Statutes, as amended, which governs taxa- 
tion of national banking associations by the states, is rec- 
ommended with the view of reducing interference to the 
states in working out a fair tax system. 

Appendices contain Federal laws on state and local taxa- 
tion of national banks, consolidated statements of banks 
for the years 1929 and 1931, book and market values of 
bank stock and earnings on book values, and data on the 
stability of the net income of banks. 

The list of cases cited in the report number 61 by the 
United States Supreme Court, 25 by lower Federal courts, 
and 46 by state courts. 

The comprehensive bibliography of publications on taxa- 
tion is a feature that is of interest to tax students. 

This report, which comprises a revision of a dissertation 
presented to the Faculty of the Graduate School of Yale 
University in May, 1932, in candidacy for the degree of 
Doctor of Philosophy, is, no doubt, the most thorough 
exposition of bank taxation which has ever been published. 





The Units of Government in the United States, by Wil- 
liam Anderson. Public Administration Service (850 East 
58th St., Chicago), Publication No. 42. 38-page 734x10 in. 
pamphlet. Price, 50 cents. 

This valuable research report by Professor Anderson of 
Minnesota University makes no longer valid the statement 
often said in consideration of simplification of the struc- 
ture of government: ‘No one knows the actual number 
of units of government operating in the United States at 
one time.” 

This presentation of a classified enumeration of the units 
of government of the United States, national, state, and 
local, which provides the basis for discussion of each class 
of units, their similarities and differences, and appraisal 
of their adequacy as units of government and administra- 
tion represents more than two years of diligent effort by 
the author, with the assistance of several others in collect- 
ing and collating the material. 

The study discloses that there are 175,418 units of gov- 
ernment operating in the United States.’ Of this number, 
127,108 units are school districts; 20,262 are towns and 
townships; 16,366, incorporated places; 3,053, counties; and 
8,580 are miscellaneous units. 

It is agreed on all hands that the tremendous number 
of overlapping and duplicating agencies is intolerably 
wasteful, Prof. Anderson comments. 

Conceding the difficulties in the way of bringing about 
a desirable change, he suggests the following steps for the 
sake of administrative efficiency and economy: 





1 Estimates previously made have placed the number of existing units 
anywere from 250,000 to 700,000. 
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1. Eliminate separate school districts, controlling schools 
instead by the state, through counties or cities. 

2. Eliminate practically all other special districts—those 
formed for drainage, parks, roads—where they are smaller 
than existing counties and cities. 

3. Dispense with townships as governing units in most 
of the middle western and several Middle Atlantic states 
by transferring their principal functions to the county. 

4. In New England, consolidate the smaller towns. 

5. Create city-county units in the main urban centers 
to handle all the functions now performed by the city, 
county and school district. 

6. Use the county as the main unit for performing gov- 
ernmental services in the rural areas. 

By these eliminations and consolidations local govern- 
mental units could be reduced to one-tenth their present 
number, Prof. Anderson says. 

There would then be about 350 city-counties, each with 
a central city of at least 25,000 population; about 2,000 
counties, rural and part-rural; about 15,000 incorporated 
places and 500 miscellaneous units. Without question, he 
concludes, such a number of local units could handle the 
affairs of local government. 





Minnesota’s Tax Picture, a Graphic Study of Minnesota’s 
Tax System, with Special Reference to the Property Tax, 
State Governmental Research Bulletin No. 4, April, 1935. 
Issued by The Minnesota Institute of Governmental Re- 
search, Saint Paul, Minn. 40-page booklet 12x18 in. in 
size. Single copies, $1.00; 10 or more copies, 50 cents each. 

This study has been issued primarily for the benefit of 
the Minnesota Legislature in the belief that before decid- 
ing upon the degree, amount or manner by which prop- 
erty tax relief can be accomplished, or the extent of relief 
which is practicable at this time, it is desirable to have a 
clear understanding of the tax situation of the state as a 
whole. 

By means of a series of twenty charts a factual back- 
sround for consideration of Minnesota’s tax dilemma has 
been provided. 

Though perhaps no more so than in many other states, 
it is a dismal picture, with the breakdown of the over- 
worked property tax shown in bold relief. 

Among the charted disclosures are: 70 per cent of the 
burden of all state and local taxation in 1934 was upon 
real estate; property tax delinquency on January 1, 1934 
was 137 per cent greater than on January 1, 1930; only 80 
per cent of all property taxes levied for 1933 were paid; 
tax delinquency on January 1, 1934, amounted to $72,100,000; 
which was 61.5 per cent of the total property tax levy 
($117,000,000) for 1934. 

Charts show also revenues derived from the various 
forms of taxation in the state, governmental indebtedness 
of the state and subdivisions, county tax rates and assessed 
values both of which are strikingly uniform. 

Only a few of the features of this study have been enu- 
merated. It is of vital interest to citizens of Minnesota 
and to an outsider suggests a rational method for analysis 
of the state of health of the tax system in his own state. 





Mechanical Aids in Tax Accounting, City of Newark, 
N. J., by Howard G. Fishack and Loren B. Miller A 
24-page 84x11 in. booklet. 

This is an episode of the results of an investigation, 
made at the direction of the Director of Revenue and Fi- 
nance of the City of New York, by the authors, the results 


of their findings, and the changes made in both the organi-. 


zation and operations of the departmental offices to pro- 
vide more adequate controls and generally modernize 
existing procedure. 

It is pointed out that the former practices in the City 
of Newark could probably be accepted as a fair cross- 
section of city procedure, though by no means on a par 
with a few municipalities which have in recent years rec- 
ognized the need for efficient business methods applied to 
city work. 

The new procedure and mechanical devices installed and 
the results thereof are interestingly described and illus- 
trated, 


TAXATION 


under the 


A.A. A. 


by 
KINGMAN BREWSTER 
JAMES §. Y. IVINS 


and 
PERCY W. PHILLIPS 


1. To what commodities do the “processing 
tax” and “compensating tax” apply? 


2. What is the difference between those two 
taxes? 


3. When and how is the rate of tax deter- 
mined? 

4. To whom and when are these taxes on im- 
ports payable? 

5. How often must returns be filed? 


6. How is the “equivalent unit” of a “com- 
peting commodity” determined? 


7. When is a retailer subject to taxation 
under the A.A.A.? 


Consult Taxation under the A.A.A. for 
answers to the above and hundreds of other 


questions that have arisen under this new 
Act. 


The first book, written by nationally fa- 
mous tax men, on this vitally new problem. 


Order today! 


Baker, Voorhis & Co., 
119 Fulton St., New York City. 


Please send me one copy of TAXATION UNDER THE 
A.A.A. for five days’ examination. At the end of 
that time I will either send you my check for $5.00 
or return the book to you. 


























































































*H. B. No. 126 amends and reenacts 
the tax exemption laws. Approved March 
5, 1935. 

*H. B. No. 202 reenacts the law author- 
izing county levy for war memorials. Ap- 
proved March 6, 1935. 


*H. B. No. 243 authorizes deduction of 
delinquent personal property taxes from 
claims due from county. Approved March 


6, 1935. 


*H. B. No. 265 amends the redemption 
law to permit redemption without penalty 
or interest in 1935. Approved March 13, 
1935. 


OHIO 


Alcoholic Beverage Taxes.—S. B. No. 2 
removes the tax of $1 per gallon on hard 
liquors. Passed Senate April 4, 1935. 


S. B. No. 168 repeals the stamp tax on 
bottled beer and taxes all beer at 75 cents 
per barrel, and permits the Tax Commis- 
sion to levy retaliatory taxes on out-of- 
State beer. 


H. B. No. 39 raises from 17% to 21% 
the alcoholic content of wine for tax pur- 
poses. Passed House April 11, 1935. 


Constitutional Amendment.—S. J. R. No. 
35 proposes a constitutional amendment 
providing a uniform rule for taxing all 
property. 


Film Censorship.—*H. B. No. 158, in- 
creases the fees for film censorship from 
$1 to $5 for the first 1,000 feet and $3 for 
each additional 1,000 feet. Approved April 
16, 1935. 


Gasoline Tax.—H. B. No. 341 requires 
that gasoline dealers shall assume the lia- 
bility for payment of the gasoline tax on 
imports from other States. Passed House 
April 10, 1935. 

H. B. No. 514 extends the one cent 
liquid fuel tax to December 31, 1937. 


Grain Handling Tax.—S. B. No. 186 
repeals the property tax on grain and levies 
a handling tax of one-half mill per bushel 
on wheat and flax and one-fourth mill on 
other grains. Approved April 5, 1935. 


Motor Vehicle Registration.—H. B. No. 
72 amends Sec. 6294, G. C., relating to reg- 
istration of motor vehicles. Passed House 
March 21, 1935. 

H. B. No. 113 changes auto registrations 
from January 1 to April 1. Passed House 
April 2, 1935. 

H. B. No. 209 amends Sec. 6294, G. C., 
relating to fees allowed for the issuance 
of motor vehicle license plates. Passed 
House March 20, 1935. 

H. B. No. 228 exempts trucks, used to 
carry farm supplies, from the motor trans- 
portation law. Passed House March 21, 


1935. 
%*H. B. No. 253 amends Sec. 6310-5 and 
6310-7, G. C., relating to bills of sale for 


new or used motor vehicles. 
April 5, 1935. 

*H. B. No. 255 amends Sec. 6294, G. C., 
relating to the registration of motor ve- 
hicles. Approved April 9, 1935. 


S. B. No. 172 exempts automobiles with 
foreign licenses, occasionally operating in 
Ohio, from the license tax. Passed Senate 
March 28, 1935. 


Approved 
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S. B. No. 245 prohibits the diversion of 
automobile license funds. Passed Senate 
March 27, 1935. 


S. B. Nos. 320 and 328 fix automobile 
license fees at $8 and $16 with 31 horse- 
power as the dividing line and change the 
license year from January 1 to April 1. 


Oleomargarine—H. B. Nos. 58 and 71 
provide for a tax of 10 cents per pound 
on oleomargarine sales and exempt same 
from the sales tax. 


Property Taxes.—H. B. No. 517 abates 
delinquent realty taxes and assessments 
incurred prior to 1932 if 1932 and 1933 
taxes and assessments are paid prior to 
January 1, 1937. 


H. B. No. 154 permits county auditors 
to remit penalties on delinquent taxes for 
five years after the abrogation, if any, by 
wn Passed House April 11, 


*S. B. No. 138 authorizes the Tax Com- 
mission to reassess tangible personal prop- 
erty for 1932. Approved April 9, 1935. 


S. B. No. 144 amends Secs. 5609 and 5610, 
G. C., relating to complaints against valua- 


tion or assessment. Passed Senate March 
20, 1935. 


S. B. No. 221 permits the payment of cur- 
rent taxes in ten installments. Passed 
Senate March 19, 1935. 


S. B. No. 282 authorizes the prosecutor, 
auditor and treasurer to compromise de- 
linquent tax claims on the approval of the 
— pleas court. Passed Senate April 


*S. B. No. 302 consolidates the police 
and sanitary police pension funds and levies 
a tax of not more than 35/100ths of a mill 


to be used for pensions. Approved April 
3, 1935. 


S. B. No. 308 permits subdivisions to 
issue notes and scrip in anticipation of de- 
linquent tax collections. 
| §. B. No. 314 authorizes municipal uni- 
versities to obtain tax levies outside the 
ten mill limitation by majority vote. Passed 
both houses. 


S. B. No. 316 exempts $500 of intangible 
investment yield from the intangible tax 
law. 


9 B. No. 323 authorizes the Tax Com- 
mission to assess for taxation stock in 


banks under conservators. Passed Senate 
March 28, 1935. 


S. B. No. 331 amends Sec. 5625-17a, G. C., 
relating to the certification of additional 
tax levies. 


Sales Tax.—S. B. No. 329 provides for 
refunds of sales taxes erroneously assessed. 
Passed Senate April 4, 1935. 


Sales Tax Exemptions.— eH. B. No. 121 
exempts from the sales tax sales by fruit 
and vegetable growers and purchases of 
seeds, agricultural lime and insecticides. 
Approved March 29, 1935. 


H. B. No. 135 provides for the exemp- 
tion of building materials from the sales 
tax. Passed House April 4, 1935. 


S. B. No. 68 exempts mining products 
and tools from sales tax. Passed Senate 
April 5, 1935. 

S. B. No. 306 exempts materials used in 
public projects from the sales tax. 
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S. B. No. 330 exempts unleavened brea 
from sales tax during April. Passed Senaté 
April 4, 1935. 


Utilities Taxes—S. B. No. 65 provide 
for the exemption of appliance sales 0 
utilities from the last 1% excise tax 
Passed Senate April 4, 1935. 






OKLAHOMA 


Chain Stores.—H. B. No. 24 provides fo 
a tax on chain stores. Killed in Senate 


Corporation Charters.—H. B. No. 422 re 
lates to amended corporation charters 
Passed both Houses. 


Gasoline.—S. B. No. 95 relates to the en 
forcement of the gasoline excise tax law 
Passed Senate. 

H. B. No. 111 levies a tax on gasoling 
over the amount of 20 gallons brought int 
the state in oversize tanks. Passed House 


Gross Production Tax.—y%H. B. No. 8 
provides for an increase in the gross pro 
duction tax on asphalt, ores bearing lead 
zinc, jack, gold, silver, copper, petroleum 
crude oil and other mineral oil. Approve 
April 1, 1935. 


Income Tax.—H. B. No. 192 provides fo 
a new income tax. Passed both houses an 
is now in conference committee. 


Property Taxes.—S. B. No. 4 provide; 
for the adjustment of tax valuation errors 
Passed House. 

S. B. No. 199 limits homestead purchase¢ 
money mortgages and improvements 
Passed Senate. 

S. B. No. 212 provides for the redemptior 
of real estate which is sold for delinquent 
taxes. 

S. B. No. 324 provides for assessment 0 
taxes according to the interest of land 
owners. 

S. B. No. 362 classifies 40 acres of lan 
as a rural home for taxation purposes. 

H. B. No. 56 provides for the taxing o 
acknowledgments. Passed Senate. 

H. B. No. 121 authorizes former owner 
of real estate titles which were taken ove 
by county commissioners to _ purchas( 
property by payment of delinquent taxes 
Passed Senate. 

H. B. No. 427 relates to the paymen 
of tax penalties. Passed both houses. 


Sales Tax.—H. B. No. 440 levies a sale 
tax on gross sales of real and persona 
property and various occupations. Passe 
both houses and is now in conference com 
mittee. 

H. B. No. 441 levies a 3% excise tax or 
motor vehicles the first year they are use¢ 
in the state. 


Tobacco.—H. B. No. 350 permits whole 


salers to purchase cigarette tax stamps 2 p 


a discount. Passed House. 

*H. B. No. 361 reenacts the cigarette 
stamp tax bill (H. B. No. 45) pe pang 0 
an error in engrossing the copy of the law 
Approved March 20, 1935. 


Utilities—S. B. No. 210 taxes publi 
service corporations at rate making valua 
tion. Killed in House. 

S. B. No. 228 grants the power to ta! 
the gross receipts of public 
Passed Senate. 


utilities: 
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OREGON 
The following concludes the list of taxa- 
d breadfion measures approved by the Governor 

























adjourned March 13): 
Licenses.—S. B. No. 403 licenses slot 


Senatd 














achines. Law without approval March 
ales of9, 1935. 
se Liquor.—*H. B. No. 473 provides for 


axation of wine and increases tax on malt 
yeverages and syrups. Approved March 19, 
935. 

Motor Vehicles—*H. B. No. 233 re- 
Huces the motor vehicle special carrier fees. 
pproved March 19, 1935. 


S. B. No. 402 provides for special motor 
ehicle licenses for nonresidents. Ap- 
roved March 19, 1935. 


Property Taxes.—S. B. No. 380 amends 
ax exemption of veterans and _ their 
vidows. Approved March 19, 1935. 

*S. B. No. 140 provides for installment 
payment of taxes and allows discount for 
prepayment. Approved March 18, 1935. 
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PENNSYLVANIA 


Admissions.—H. B. No. 936 imposes 10 
per cent tax on amusements. Passed 
House. 

H. B. No. 2124 imposes tax on compli- 
mentary amusement tickets. 


Bank Check Tax.—H. B. No. 2022 levies 
tax on bank checks. 


Capital Stock Tax—H. B. No. 923 in- 
creases tax on bank stock to 5 mills. Passed 
House. 

H. B. No. 924 extends capital stock tax 
to full capitalization of title and trust com- 
panies. Passed House. 

H. B. No. 1419 imposes penalties for 
failure to pay corporation taxes. 

H. B. No. 1780 levies 4 mills tax on build- 
ing and loan associations. Passed House. 

S. B. No. 100 levies capital stock tax for 
county and city purposes on banks, corpo- 
rations and limited partnerships which do 
not employ a substantial amount of capital 
in State. Passed Senate. 


Chain Store Tax.—H. B. 864 levies a 
a store tax; rates $2 to $250. Passed 
ouse. 


Franchise Tax.—H. B. No. 95 levies a 
franchise tax on foreign corporations. 
_H. B. No. 838 levies a franchise tax on 
foreign corporations. Passed House. 


Gasoline Tax.—H. B. No. 839 increases 
gasoline tax to 5 cents. Killed in Senate. 

H. B. No. 1418 imposes additional 1 cent 
gasoline tax. 

H. B. No. 1927 pertains to 
tefunds. 

S. B. No. 139 provides for certain refunds 
of gasoline tax. Passed Senate. 


Income Tax.—H. B. No. 1192 imposes 
6 per cent corporate net income tax. 
Passed House. 

_H. B. No. 1361 imposes a one per cent 
Income tax. 

_H. B. No. 1362 levies a graduated net 
income tax (amending H. B. No. 1361 
above). 

_H. B. No. 1363 levies a graduated net 
income tax (amending H. B. No. 1251). 
_H. B. No. 1473 levies a graduated net 
income tax; rates 2 to 6 per cent. 
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842 extend gross premiums tax to mutual 
insurance companies. 


tax on casualty, etc., insurance companies. 


tate brokers. 
ers in solid fuels. 
theaters. 


agencies. 


poses tax of $1 per foot on motion picture 
films. 


izes reduced motor vehicle fees for part of 
a year. 


for trucks. 
on trailers. 
Passed House. 
trucks. 


fees. 

poses occupational tax of ten mills. 
oleomargarine dealer’s license fee to $10. 
censes outdoor advertising; fee $100. 


ers municipalities to waive interest and 
penalties 
House. 


postpone tax sales for 2 years. 
March 28, 1935. 


delinquent taxes. 
H 
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Inheritance and Estate Taxes.—H. B. 
1600 and 1601 fix state’s share of 


H. B. No. 1631 levies tax on gifts. 
H. B. No. 1950 amends inheritance tax 


Insurance Taxes.—H. B. Nos. 840 and 


Passed House. 
H. B. No. 1891 levies 2 per cent premium 


Licenses.—H. B. No. 638 licenses real es- 
Passed House. 

H. B. No. 1693 levies license tax on deal- 
H. B. No. 2009 licenses motion picture 


Passed House. 
H. B. No. 2026 licenses steamship ticket 


Motion Pictures—H. B. No. 1751 im- 


Motor Vehicles.—H. B. No. 528 author- 
Passed House. 

H. B. No. 969 increases registration fees 
Passed House. 

H. B. No. 991 imposes registration fee 
Passed House. 

H. B. No. 992 increases fees on trailers. 
H. B. No. 1611 levies mileage tax on 


H. B. No. 1754 decreases motor vehicle 
Occupational Taxes.—H. B. No. 1309 im- 
Oleomargarine.—H. B. No. 1570 reduces 
Outdoor Advertising.—S. B. No. 707 li- 


Property Taxes.—H. B. No. 20 empow- 


on delinquent taxes. Passed 


*H. B. No. 233 authorizes counties to 
Approved 


H. B. No. 925 increases personal prop- 


erty tax to-5 mills. 


H. B. No. 1012 fixes rate of interest on 
Passed House. 

No. 1368 eliminates 6 per cent 
interest on delinquent taxes on seated 
lands. 

H. B. No. 1426 authorizes first class cit- 
ies to tax real estate or occupations. 

H. B. No. 1442 grants $3,000 homestead 
exemption. 

H. B. No. 1615 amends tax exemption 
aw. 

S. B. No. -141 authorizes abatement of 
interest and penalties. Passed Senate. 

S. B. No. 221 provides for appeals from 
assessments in Pittsburgh in other than 
years of triennial assessments. Passed 
Senate. 

S. B. No. 222 provides for assessment and 
revision of taxes. Passed Senate. 

S. B. No. 561 provides for assessment 
and collection of city and school taxes in 
Pittsburgh. Passed House. 

S. B. No. 616 abates certain tax penalties 
in Philadelphia. 

S. B. No. 756 provides for installment 
payment of delinquent taxes. 


S. B. No. 766 abolishes property taxes 


for school purposes. 


per cent tobacco tax. 
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Sales Tax.—H. B. No. 1460 levies 3 per 


cent retail sales tax. 


Tobacco Tax.—H. B. No. 862 levies a 10 
Passed House. 


Utilities—H. B. No. 1127 increases utili- 


ties gross receipts tax to 2 per cent. Passed 
House. 


H. B. No. 1353 imposes tax of $1 per 


1000 telephone and telegraph messages and 
2 per cent on gross receipts of radio broad- 
casting. 


H. B. No. 1816 permits Philadelphia and 


Pittsburgh to levy excise taxes on utilities. 


RHODE ISLAND 
Adjournment.—The Rhode Island Legis- 


lature adjourned its regular 1935 session 
sine die at 8:31 A. M., April 13, 1935, as of 
midnight April 12, 1935. Accordingly only 
measures which are known to have passed 
both houses, or been approved or vetoed, 
are noted below. 


Special Session.—We are advised that a 


special session of the Rhode Island Legis- 
lature may be expected to be called and 
to convene shortly. 


Corporate Excess Tax.—S. B. No. 48 


provides that corporations be notified of 
the corporate excess on which their tax is 
computed rather than, as heretofore, of 
the value of their capital stock. Approved 
March 22, 1935. 


SOUTH CAROLINA 


Alcoholic Beverages.—S. B. No. 535 


amends the beer act to allow municipal 
licenses for deliveries to wholesalers. 


Greenville County—*H. B. No. 218 


amends Sec. 7 of Act No. 406, L. 1933, 
to delete a proviso making the repeal of 
the 4 mill levy for teachers’ salaries not 
applicable to Greenville County. Approved 
March 22, 1935 as Act No. 164. 


H. B. No. 533 amends 1932 Code Sec. 


2855 in regard to sales of land for delin- 
quent taxes. 


H. B. No. 647 restricts the Tax Com- 


mission’s authority to fix the assessed value 
of real estate. 


Killed in House. 


H. B. No. 651 defines dealers in beer. 
Passed House. 


Gasoline.—H. B. No. 808 exempts from 
tax all gasoline used in gasoline engines 
not used to propel vehicles on the high- 
ways. 

H. B. No. 817 provides a legal remedy 
for taxes erroneously levied by municipali- 
ties. 


Income Tax.—S. B. No. 468 provides for 
paying income in installments. 


Motor Vehicles.—S. B. No. 450 limits 
motor vehicle license fees to $3 per vehicle. 


Phosphate.—H. B. No. 892 increases the 
royalty on phosphate to 50¢. 


Property Taxes—Exemptions.—S. B. No. 
441 limits the tax exemption of building 
and loan associations. 

H. B. No. 836 proposes a constitutional 
amendment to exempt homesteads to the 
value of $3,000. 

Utilities.—S. B. No. 345 amends the power 
sales tax law to permit 5/10 mill credit per 
kilowatt hour on power sold on which the 
generating tax has previously been paid. 
Passed Senate. 
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SOUTH DAKOTA 


Adjournment.—The South Dakota legisla- 
ture adjourned sine die on March 8, 1935. 
Laws passed and approved which have not 
previously been reported follow: 


Agriculture Seeds.— x H. B. No. 126 pro- 
vides for the inspection of agricultural 
seeds and the payment of a fee therefor. 
Approved March 14, 1935. 


Aircraft —S. B. No. 46 provides for the 
adoption of a uniform aeronautical regu- 
latory act. Approved March 14, 1935. 


Corporations. Renewal of Corporate 
Existence.—%H. B. No. 51 authorizes the 
renewal of the period of corporate exist- 
ence of certain corporations whose period 
of duration has expired without the re- 
newal thereof. Approved March 1, 1935. 


Frozen Desserts—y,S. B. No. 163 re- 
peals Sections 2, 3, and subdivision 1 of 
Sec. 161, Laws of 1933, relating to the li- 
cense fees imposed on frozen desserts. 
Approved March 14, 1935. 


Horse Racing.—S. B. No. 218 amends 
the law relating to horse racing. Ap- 
proved March 14, 1935. 


Livestock Auction Agencies—yH. B. 
No. 147 imposes an annual license tax of 
$100 on livestock auction agencies. Ap- 
proved March 14, 1935. 


Milk.—¥S. B. No. 189 relates to the 
production and marketing of milk, giving 
to the Secretary of Agriculture supervision 
over the milk industry. Milk Marketing 
Boards are created, authorized to issue per- 
mits to milk dealers. Law without ap- 
proval. 


Motor Fuel—y¥S. B. No. 156 permits 
alcohol to be blended with motor fuel. Ap- 
proved March 14, 1935. 


Motor Vehicle Registration. S. B. No. 
68 requires portable flares on motor trucks. 
Approved March 15, 1935. 


*S. B. No. 190 relates to the disposition 
of license and registration fees. Approved 
March 8, 1935. 


Petroleum Products.—%H. B. No. 8 re- 
lates to the inspection of petroleum prod- 
ucts. Approved February 23, 1935. 


Potato Dealers—Wholesale. — %H. B. 
No. 103 imposes a fee of $5 on wholesale 
potato dealers. Approved March 14, 1935. 


Potatoes—Inspection—*H. B. No. 102 
relates to the grading, labeling and inspec- 
tion of potatoes and the payment of a fee 
of $5 per car or truck load. Approved 
March 14, 1935. 


Property Taxes.—%H. B. No. 55 legal- 
izes the acts of the treasurer of Grant 
County in the matter of advertising and 
sale of delinquent property taxes for the 
year 1929. Approved March 7, 1935. 


*S. B. No. 80 permits municipal corpo- 
rations to accept deeds to real estate in 
certain cases for the purpose of settling 
and discharging liens created by special 
assessments or general taxes. Approved 
March 15, 1935. 


Property Taxes—Exemptions.—%xH. B. 
No. 71 exempts certain bridges across the 
Missouri river from taxation for a period 
of ten years from July 1, 1935. Approved 
March 1, 1935. 
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%*H. B. No. 104 relates to the proceed- 
ings | a tax deeds. Approved March 
14, 1935. 


Stock Insurance Companies.— 5S. B. No. 
94 imposes a tax on domestic stock insur- 
ance companies at the rate of one per cent 
of the gross amount of direct and reinsur- 
ance premiums received in this state. This 
tax is in lieu of all other taxes. Approved 
March 14, 1935. 


TENNESSEE 


Adjournment.—The 1935 regular session 
of the Tennessee Legislature was adjourned 
April 22. New laws not previously listed 
will be reported in the June issue of ‘THE 
TAX MAGAZINE. 


Alcoholic Beverages.—S. B. No. 736 reg- 
ulates and licenses beer and wine. 

S. B. No. 904 (same as H. B. No. 1220) 
regulates and controls and taxes alcoholic 
beverages. 


Amusements Tax.—S. B. No. 504 places 
a tax of 1 cent for every 10 cents of ad- 
mission price. Passed Senate. 

H. B. No. 666 provides for a general 
10% amusement tax. 


Chain Store Tax.—S. B. No. 514 pro- 
vides for a chain store tax. The rates vary 
from $2 for one store to $250 for more 
than 75 stores. 


H. B. No. 760 provides for an excise 
tax on chain stores based on gross receipts. 


Cigars and Tobacco.—S. B. No. 701 (same 
as H. B. No. 980) amends Sec. 1224 relat- 
ing to the privilege tax on cigars and to- 
bacco products. 


Constitutional Amendment.—S. B. No. 
665 amends the constitution to provide for 
a uniform classification of all property for 
taxation. 


Corporation Excise Tax.—H. B. No. 670 
amends the corporation excise tax. 


Electricity Tax.—H. B. No. 801 levies a 
tax on electric power of % mill per kilo- 
watt hour. 

General Revenue Bill—S. B. No. 638 
(same as H. B. No. 853) amends Ch. 13, 
Acts 1931, relative to the General Revenue 
Bill. Passed Senate April 11, 1935. 


Income Tax.—S. B. No. 656 (same as H. 
B. No. 869) levies a tax upon income de- 
rived from stocks and bonds that are not 
subject to an ad valorem tax. 

H. B. No. 728 proposes a general income 
tax amendment to the State constitution. 

H. B. No. 869 repeals Ch. 20, Laws 1931, 
Second Extra Session, known as the. Hall 
income tax law affecting stocks and bonds 
not taxed ad valorem. 

Lubricating Oil—S. B. No. 511 imposes 
a special tax on storage and sale of lubri- 
cating oil. 

H. B. No. 665 imposes a tax of 8 cents 
per gallon on lubricating oils. 

Mileage Tax.—H. B. No. 1044 amends 
Item 108, Ch. 13, Laws 1931, 2nd Extra 
Session, relating to the mileage tax on 
busses. 

Motor Vehicles.—S. B. No. 607 exempts 
motor vehicles carrying passengers for hire 
from the payment of the privilege tax im- 
posed upon express companies. 

Natural Gas Tax.—S. B. No. 763 places 


a tax of 7¢ per 1000 cubic feet on natural 
gas. 
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Oleomargarine.—S. B. No. 734 amen§S. B. 
oleomargarine act by providing a tax § lien 
10¢ per pound on oleomargarine. xes. 


Outdoor Advertising —H. B. No. 727 14>: 2: 


ies a tax of 10¢ to 25¢ per square foot. S B 

Sales Tax.—S. B. No. 915 (same as H. fhured 
No. 1246) levies a 3% sales tax on d@cons 
retail sales except automobile sales whig@S. B. 
will be taxed 114%. 











f payn 
Utilities Inspection.—S. B. No. 512 chang H. = 
the fees for inspection of utilities. Passd ge 
Senate. — 
r the 

H. B. 

TEXAS tax 

Alcoholic Beverages.—S. B. No. 189 prq H. z 
vides for occupational tax on beer dealer? rae 
Passed Senate. e * 
H. B. No. 768 regulates and controls thh-ure 


manufacture and traffic in alcoholic liquor nera 
provides for the levy, assessment and col 7 B 
lection of certain taxes. ) inta 
H. B. No. 785 defines the word “liquom@ H. E 
and levies tax of $3 on each case of liqudha ta 
sold, stored or imported into the state. sale: 
H. B. No. 797 provides for rebate q 30% 
license fee on dissolution of a partnershi 
or corporation. ob 
H. B. No. 819 regulates, taxes and Ig°UP* 
censes the sale of liquor for medicing®*™* 
purposes. 
H. B. No. 825 provides for a tax of 104 
of the wholesale value of intoxicatin Adi 
liquors. A MW 
H. B. No. 903 provides for a tax of $2.4Busly 
per case of 3 gallons. 





H. B. No. 934 levies a tax of 50¢ pq BUS 
barrel on beer. ~ 


Automobile Loan Companies.—H. B. Nqities. 
766 levies a tax of 5% of the total sum of *xF 
each mortgage or other evidence of indebifficens 
edness held by any person, firm, etc., enfrodt 
gaged in the business of loaning monem. S. 
on automobiles, including all brokers angMarc 
finance companies. 


Cement.—H. B. No. 742 and H. B. No 
956 levy a tax of 5¢ per hundredweigh ‘is 
upon the production of cement. 


Chain Stores.—H. B. No. 137 taxes chai 
stores on graduated basis. Indefinitel 
postponed in House. 


Gasoline.—H. B. No. 749 provides fof. 
i ig a 4¢ tax on each gallon of moto boy 
uel. gil 


Loans.—H. B. No. 927 licenses all per 
sons, firms and corporations engaged i 
the business of making secured loans. 


Motor Vehicles.—S. B. No. 422 exempt be 
water districts from fees on motor vehicle re 
and trailers. ne 

*S. B. No. 460 exempts school licens@plat 
from motor license fees. Approved Marcliif 1 
27, 1935. part 

H. B. No. 71 relates to the licensing offffe 
motor vehicle operators. Passed House. § * 


Natural Gas.—H. B. No. 772 levies a 
occupation tax of % of 1¢ for each 100 
cubic feet of natufal gas produced. 


Oil and Gas.—H. B. No. 811 provides fo 
the forfeiture of oil and gas royalties ne 
rendered for taxation. 
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Property Taxes.—S. J. R. No. 22 limit 9 


property tax to 1% of the assessed valuemto 
Passed Senate. Ch 
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4 amen@S. B. No. 264 provides for transfer of 
a tax & liens to lien-holders on payment of 
xes. Passed Senate. 
‘0. 727 le S. B. No. 407 bars collection of taxes due 
e foot, plore 1919. Passed Senate. 
‘BS. B. No. 437 provides that all claims 
e as H. Bcured by deed, etc., on real estate must 
aX On de construed as real property for taxation. 
les whi@S. B. No. 447 provides for a certificate 
tf payment of taxes. 

H. B. No. 798 provides that all claims 
cured by deed, deed of trust, or mortgage 
real estate be construed real property 
r the purpose of taxation. 
H. B. No. 918 amends Art. 7172, relative 
tax liens on land. 
H. B. No. 920 amends Art. 1995, relative 
)p suits for collection of ad valorem taxes 
we the state. 

H. B. No. 922 relates to tax liens to 
ecure ad valorem taxes on oil, gas or other 
inerals in place. 
H. B. No. 939, amends Art. 7111, relative 
p intangible tax laws. 
1 “liquom H. B. No. 944 amends Art. 7105, relative 
of liqudha tax on intangible assets. 


€ state. I otes Tax.—H. B. No. 769 provides for 


rebate @i30% sales tax. 
artnersh 


Tobacco.—H. B. No. 755 imposes an 
5 and jgccupation or excise tax on first sale of 


of 1933, and Chs. 43 and 44, Laws of 1933 
and all other conflicting acts. Approved 
March 23, 1935; effective from and after 
Dec. 31, 1935. 


Property Taxes.—xS. B. No. 58 provides 
for jeopardy assessments to insure collec- 
tion of tax. Approved March 22, 1935. 

*S. B. No. 72 amends Sec. 80-10-25, 
R. S. of 1933 by eliminating the discount 
4 a * — — March | on peddlers. Passed both houses. 

*S B No. 93 sidesiialie Sec 80-10-61 Retail Sales Tax.—H. B. 371 imposes a 
R.S. of 1933: cihatien tomy Unie redemption pm 1 per cent sales tax on all retail sales and 
property sold to the county; and provides b — a. of pon a = — 
that in certain cases county commissioners | * *5S¢ oe eo ; 
may accept a less sum than the amount| ySales Tax Repeal.—sS. B. 18 repeals the 
due for taxes, interest, penalties and costs. | retail sales tax heretofore declared uncon- 
Approved March 26, 1935. stitutional. Approved March 29, 1935. 


Public Utilities—ykH. B. No. 55 imposes 
a regulation fee on public utilities to be 
fixed by the tax commission and based on 
the gross revenues derived from intrastate 
commerce. Approved March 23, 1935; ef- 
fective May 18, 1935. 


Sales Tax.—S. B. No. 92 relates to the 
disposition of revenue derived from certain 
sales, makes up deficiencies in certain dis- 
trict school and equalization funds and 
relates to the general fund and reduction 
of property tax. Approved March 21, 1935. 





















%* Motor Vehicles—H. B. 40 relates to 
registration of nonresidents. Approved 
March 19, 1935. 


* Motor Vehicle Fees.—H. B. 309 pro- 
vides that nongasoline driven motor ve- 
hicles shall be registered at twice the 
annual fee of other vehicles. Approved 
April 2, 1935. 


Peddlers.—S. B. 81 imposes a license tax 
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WASHINGTON 


The following concludes the list of taxa- 
tion measures approved by the Governor 
(Legislature adjourned March 20): 


x%Income Tax.—H. B. No. 513 levies a 
— net income tax. Approved March 
25, 1935. 


Motor Vehicles.—% H. B. No. 139 amends 
motor vehicle law. Approved March 21, 


medicinggarettes according to weight. 1935. 
School Tax—xS. B. No. 172 limits an-| Property Taxes—%S. B. No. 323 per- 
ix of 106 UTAH nual levies for school bonds to 2% of the| Mits discounts on payment of taxes up to 


May 15, 1935. Approved March 15, 1935. 


Records.—_%H. B. No. 498 gives Tax 
Commission access to all corporation books 
and records. Approved March 21, 1935. 


ee bonds. Approved March 23, 
1935. 


Unemployment.—xH. B. No. 191 creates 
a self-help cooperative board for sustaining 
=. unemployed. Approved March 26, 
1935. 


pomicanty Adjournment.—The Legislature adjourned 
* March 18, 1935. New laws not previ- 
x of $2. usly listed are reported below. 


Business Taxes.—y& H. B. No. 12 provides 
f 50¢ pe he bs : 7 

iat payment of one business tax in any 
ity shall authorize doing business in all 
-H. B. N@ities. Approved March 26, 1935. 
He ee *H. B. No. 24 provides for the ponting, VERMONT 
of indebificensing, regulation and supervision o : ae : - 
, etc., enfroduce dealers and repeals Title 3, Ch. 9, Poe a Pe = Fon. gprstic sage 
ig monem. S. of 1933, as last amended. Approved] pe noted in the June issue of THE Tax 
akers anf larch 23, 1935. MAGAZINE. ; 


H. B. No. 26 amends Secs. 2 and 10, ’ 
1B Nog: 8 Title 3, R. S. of 1933, relating to * Bank Deposits.—H. B. 320 places bank 
4. he regulation of dealers in commercial fer- deposits within and without the state as 

taxable personal property to be set in the 


ilizers. Approved March 26, 1935. AF ; at a d 
General— eH. J. R. No. 12 repeals the April 11, 1935. ae Se 


onstitutional restriction upon taxes. Ap- ; 
%* Farmland.—H. B. 65 relates to the tax- 


proved March 26, 1935. . f df land. A | 
Insurance.—%H. B. No. 62 increases the April {0.1935 ee ee 


Premium tax on insurance from 114% to 
b%. Approved March 25, 1935. Income oe B. 345 repeals the ~ 
. emption under the income tax law o 
Mines.— eH. J. R. No. 11 repeals the |; : 
gaged | estriction on assessment of taxes on coal ace 4 eee an Mage song eg 
Dans. ines. Approved March 26, 1935. dends, annuity payments, etc. Killed April 
Motor Carriers.—%H. B. No. 77 relates | 6, 1935. 


0 transportation by motor carriers; pro-| Intangible Personal Property.—H. B. 
ides for the issuance of certificates of | 33) exempts all intangible personal prop- 


: onvenience and necessity, special license | erty from taxation. A : 
ol licens#lates, insurance, and repeals Ch. 53, Laws 1936. wii eproved Agen 4, 


ed Marclfht 1933, and all other conflicting acts or ’ 

harts of acts. Approved March 23, 1935; * Life Insurance Tax—H. B. 377 as- 
ensing offffective from and after Dec. 31, 1935. sesses a tax on domestic life insurance 
House. § *H. B. No. 178 amends Sec. 7, Art. 2,| companies and a liquor tax. Approved 
h. 53, Laws of 1933, relating to certificates | April 11, 1935. 
































WEST VIRGINIA 


The Virginia Legislature adjourned on 
| March 11, 1935. The following concludes 
the list of taxation measures approved by 
the Governor: 

Corporations.—%S. B. No. 233 provides 
for collection of delinquent corporation 
taxes. Approved March 15, 1935. 

Licenses.—%H. B. No. 197 reenacts and 
reduces the license fees on hawkers and 
peddlers. Approved March 18, 1935. 

Property Taxes.—*%H. B. Nos. 44 and 
45 amend the Code provisions relative 
to redemption of undivided interests in 
property. Approved March 13, 1935. 


redweigh 
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idefinitel 
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of moto 


WISCONSIN 


Alcoholic Beverages.—S. B. No. 231 
amends Stats. Sec. 66.05(10)(f) relating to 
Class A beer licenses. 

S. B. No. 261 creates Stats. Secs. 20.60(21) 
and 98.53, relating to maltsters and brewers 
and providing a penalty. 

S. B. No. 275 creates Stats. Sec. 59.08(24) 
— to county regulation of liquor and 

eer. 

A. B. No. 32 amends Secs. 176.05(2) re- 
lating to sales by Class B licensees. Passed 
Senate. 

A. B. No. 316 amends Stats. Sec. 139.01 


s all per 


> exempt 
r vehicle 







levies ath : : i ing tax on beer. Passed Assembl 
each 100M. Convenience and necessity for common Liquor Licenses—H. B. 368 provides imposing : a ae r. 
od. nad carriers operating in intrastate |that no Ist or 2nd class license be issued Baa a a 
-,¢_eommerce. Approved March 23, 1935. to anyone unless poll tax or flood tax paid. | P g N 8 d aan ot © 
ovides fo yy tor Vehicl *S. B. No. 65 fi he | Passed both houses A. B. No, 348 amends sections of Stats. 
alties n@ ee ee xes the : Chap. 176 in regard to manufacture and 
itus for taxation of motor vehicles and air-|  yeLiquor Tax.—H. B. 377 assesses a tax | sale of liquor. 

a raft. Approved March 25, 1935. of 5 cents on each pint of liquor sold,| A. B. No. 588 creates Stats. Sec. 176.90 

22 limit® *&S. B. No. 74 enacts a new law relative | assesses domestic life insurance company 


of the statutes, limiting the number of 
taverns to one for each five hundred of 
population. 


sed valuefto motor vehicle registration and repeals 


tax, repeals flood tax. Approved April 11, 
Chs. 1, 2, 3, 5, 6, 9 and 11, Title 57, R. S.| 1935. 
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Beverages.—S. B. No. 37 is in regard to 
soft drinks. 


Chain Store Tax.—A. B. No. 144 creates 
Stats. Sec. 234.26 invalidating terms of 
leases imposing the chain ‘store tax on 
landlords, and providing penalties. Passed 
Assembly. 


A. B. No. 503 amends Stats. Sec. 76.75(1) 


taxing chain stores. 


A. B. No. 504 revises chain store tax 
rates effective January 1, 1936. 


Cigarettes——S. B. No. 109, as amended, 
imposes a 2¢ cigarette tax from July 1, 
1935, for school aid. 


Emergency Relief Income, Inheritance, 
Utilities and Dividends Taxes.— yA. 
No. 48 imposes emergency relief taxes as 
follows: on incomes during 1934 of per- 
sons other than corporations; on transfers 
of property between enactment of the law 
and July 1, 1937, which are taxable under 
Stats. Chap. 72; on telephone utilities’ gross 
receipts in 1934 in excess of $10,000; on 
energy sold by light, heat and power com- 
panies during 1934 with certain exceptions; 
on dividends above $750 received during 
1933 or corresponding fiscal year which are 
deductible from gross income for Wiscon- 
sin income tax purposes under Stats. 
Sec. 71.04; and extends the emergency and 
gift tax (Sec. 4 of Chap. 363, L. 1933) to 
July 1, 1937. Passed both houses and all 
amendments concurred in; approved March 
15, 1935 by Governor La Follette as to all 
portions levying taxes, and disapproved as 
to all portions providing for local admin- 
istration of relief funds raised by the pro- 
posed Act; veto sustained by Assembly. 
Published and effective as approved March 
27, 1935, as Chapter 15, L. 1935. 


S. B. No. 181 as amended imposes an 
emergency net income tax on others than 
corporations. 

S. B. No. 218 amends Sec. 4(1) of Act 
No. 15, L. 1935, imposing an emergency tax 
on telephone utilities. 


S. B. No. 322 amends Chap. 15, L. 1935, 
in regard to emergency relief tax on water 
and telephone utilities and on transfers of 
property. 

A. B. No. 437 imposes an emergency 
relief tax on transfers of property. 

A. B. No. 505, amends Secs. 5(1) and 
5(3) of Ch. 15, L. 1935, imposing an emer- 
gency tax on energy sold. 


A. B. No. 661 amends various sections 
of Act No. 15, L. 1935, to clarify the emer- 
gency relief taxes imposed thereby. 


Forest Crop Lands.—S. B. No. 129 
amends Stats. Sec. 77.05(1), 77.06(1), and 
77.10(2)(b), relating to forest crop lands. 
Passed Senate. 

S. B. No. 142 amends various Stats. sec- 
tions to relieve the State Treasurer of 
duties in regard to forest crop lands. 
Passed Senate. 


Gift Tax.—S. B. No. 195 repeals Sec. 4 
of Ch. 363, L. 1933, creates Secs. 20.09(8) 
and 72.75 to 72.81, and amends Sec. 20.09(6), 


relating to a gift tax. 
See also “Emergency Relief Taxes.” 


Income Tax.—S. B. No. 245 creates Stats. 
Secs. 71.36, 71.37 and 270.745, amends Secs. 
71.16(11), 71.16(12)(b) and 270.76, relat- 
ing to collecting income taxes and docket- 
ing judgments therefor. 
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S. B. No. 306 creates Stats. Sec. 71.095(7) 
relating to income returns by fiduciaries. 

S. B. No. 324 repeals Stats. Sec. 71.35 
relating to compromise of delinquent taxes. 

A. B. No. 43 repeals and amends numer- 
ous sections of Stats. Chaps. 70, 71 and 72 
relating to income and inheritance taxes, 
and the partial exemption of personal 
property and improvements from taxation. 
Tabled in Assembly. 

A. B. No. 622 relates to persons subject 
to income tax, income tax exemptions, re- 
turns, deductible losses, and tax evasion. 

A. B. No. 665 relates to individual in- 
come tax rates. 


See also “Emergency Relief Taxes.” 


Inheritance Tax.—A. B. No. 139 creates 
Stats. Sec. 72.01(4m), amends Secs. 73.01(6), 
72.04(2), 72.04(8), and 72.15(5), relating to 
the inheritance tax. Passed Assembly. 

A. B. No. 331 amends Stats. Sec. 72.05(1) 
relating to inheritance tax liens. Passed 
Assembly. 

See also “Income Tax,” A. B. No. 43. 

See also “Emergency Relief Taxes.” 


Milk.—S. B. No. 204 is in regard to milk 
distribution. 


Motor Fuel Tax.—y—S. B. No. 15 creates 
a new Stats. Sec. 78.02(2) relating to ex- 
emption from motor fuel tax of industrial 
users. Approved April 9, 1935. 

S. B. No. 154 (previously erroneously 
reported as S. B. No. 152) amends Stats. 
Sec. 78.14(2) relating to motor fuel tax 
refunds. Killed by Assembly. 

S. B. No. 270 authorizes certain refunds 
of motor fuel tax payments for which claim 
was made but not timely. 

S. B. No. 316 amends Stats. Secs. 78.08, 
78.16 and 78.17 relating to the motor fuel 
tax. 

S. B. No. 325 relates to the motor fuel 
tax and provides penalties. 

A. B. No. 328 amends Stats. Sec. 78.14(2) 
relating to motor fuel tax refunds. 

A. B. No. 413 relates to mileage and flat 
tax, gasoline tax, and regulation of motor 
transportation. 


Motor Vehicles.—S. B. No. 193 amends 
Stats. Sec. 85.01(5) relating to automobile 
registrations. 

No. 219 creates Stats. Sec. 85.565 
and amends Sec. 20.49 in regard to trailers 
and trailer hitch inspectors. 

S. B. No. 220 creates Stats. Sec. 85.01(4) 
(hm), amends Secs. 76.54(3)(e) and 194.04 
(3) relating to motor vehicle registration, 
taxes and permits. 

S. B. No. 299 amends Stats. Sec. 85.01 
(8)(a) relating to transfer of motor. ve- 
hicle titles. 

S. B. No. 303 amends Stats. Secs. 85.01 
(h) and 85.01(i)(4) relating to registration 
fees and plates for motor vehicles. 

S. B. No. 304 amends Stats. Sec. 85.02(6) 
relating to motor vehicles license plates of 
manufacturers, distributors and dealers. 

A. B. No. 248 amends Stats. Sec. 85.01 
(4)(e) relating to registration fees of 
trailers and semi-trailers. 

A. B. No. 251 amends Stats. Secs. 85.08 
(1) and 85.08(5) relating to drivers’ li- 
censes. 


See also “Motor Fuel Tax,” A. B. No. 413. 


Property Taxes.—S. B. No. 3 creates sub- 
section (39) of Sec. 70.11, Statutes, relating 
to real estate assessments. Passed Senate. 

S. B. No. 24 creates Stats. Sec. 70.175 
relating to taxation of certain county- 


May, 1935 


owned property. Passed both houses ap 
Assembly amendments concurred in } 
Senate April 12, 1935. 


*S. B. No. 65 amends and repeals vario 
sections of Chapter 75, Stats., in regard ¢ 
interest rates on tax certificates. Approve 
April 2, 1935, as Chapter 24, L. 1935. 

S. B. No. 187 amends the warrant form 
in Stats. Secs. 70.68(1), 74.02, 74.10(1 
74.11(1), and 74.19(1). Passed Senate. | 

S. B. No. 215 repeals Stats. Sec. 704 
relating to local treasurers’ bonds. 

S. B. No. 233 relates to tax sales. 
by Assembly. 


. B. No. 27 amends Sec. 4 of Ch. 424 

L. 1933, relating to payment of propert 
taxes. Passed Assembly. 

A. B. No. 36 amends Stats. Sec. 70.62(2 

relating to county taxes. Passed Assembly 

A. B. No. 75 amends Stats. Secs. 74.46(1 

and 75.38 relating to issuance of tax cer 


tificates and fees therefor. Passed A; 
sembly. 


A. B. No. 126 adds a new Stats. Sed 
74.345(2) relating to tax sales. Passed A 
sembly. 

A. B. No. 210 relates to interest rate 
on tax certificates. Withdrawn. 

A. B. No. 278 relates to notice of i 
creased real estate assessments. 

A. B. No. 407 relates to payment of de 
linquent 1931 to 1933 real estate taxe 
Passed Assembly. 

A. B. No. 581 amends Stats. Sec. 75.2 
of the statutes, relating to limitation o 
actions and issue of deeds for nonpaymen 
of taxes. 

A. B. No. 582 creates Stats. Sec. 75.01! 
of the statutes, relating to the issuance o 
tax deeds and tax certificate foreclosure 


Property Taxes—Exemptions.—S. B 
No. 110 repeals Stats. Sec. 77.02(4) and 
creates Sec. 70.11(40) exempting from taxa 
tion farm wood-lots and sloped lands. Ap 
proved April 9, 1935. 

S. B. No. 130 exempts pure bred bulls 
from taxation. Passed Senate. 

S. B. No. 235 creates Stats. Sec. 70.11(43 
exempting certain property of blind per 
sons from taxation. 

A. B. No. 41 amends Stats. Sec. 70.11(4a 
relating to property exempt from taxatio 
Passed Assembly. 

A. B. No. 141 creates Stats. Sec. 70.11(41 
and amends Secs. 70.32(2) and 70.66(3 
relating to exemptions from _ taxatio 
Killed by Assembly. 

See also “Income Tax,” A. B. No. 43. 


Property Taxes—Limitations.—S. B. No 
271 creates Stats. Sec. 70.96 relating td 
limitations on property taxes and to 4 
county tax allocation board. 

A. B. No. 377 repeals and amends various 
sections of Stats. Chapters 41, 62, 65, 6/7 
70, 81 and 83 regarding tax limitations. 

A. B. No. 666 creates Stats. Sec. 70.92 
relating to limitations on taxes in cities. 


Utilities—S. B. No. 242 amends Stats 
Sec. 76.28(1) and creates Secs. 76.09 and 
196.90 relating to the conversion of rural 
electric line tax to reduce rates for rural 
consumers. 

S. B. No. 315 amends Stats. Sec. 76.02(11) 
relating to assessment of public utilities 
located in rural districts. 

A. B. No. 178 amends Secs. 196.50(1) 
196.50(4), and 197.01(4) relating to munict 
pal competition with privately owned util: 
ities. Tabled by Assembly. 


Kille 








